


“The hospitals of New York perform 
an indispensable service which no 
other united agency can match 
in its relief of human suffering.”’ 


HARRY EMERSON FOSDICK 


WO-THIRDS of all New York City’s 
hospital cases are cared for by the 
“Voluntary” Hospitals. Yet only 1 out of 
18 of the patients can pay the full cost of 
his care. 
The government provides for the city’s 
protection from fire and theft. The ‘“‘Vol- 
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‘New York needs 


the ‘Voluntary’ 
Hospitals 

as much as 

the Police or 


the Fire 


Departments” 


ant 


untary” Hospitals carry on their great work 
of protecting the city’s health and healing 
the city’s sick without any State or Fed- 
eral aid. 

Public-spirited citizens must make up the 
difference between what one patient out of 
18 can pay and the total cost of caring for 
1,500,000 people yearly. 

Please send your check today to the 
Unirep HospiraLt Campaicn ComMITTEE, 
57 William Street, New York, and 188 
Montague Street, Brooklyn. 

















Ours Is Different 
F rom Vours 


Every business is different 
from every other. Our bus- 
iness is different in that we're 
able to recognize the haz- 
ards in your business and to 
protect you against losses 
because of them. We're not 
speaking of mental hazards, 
now. Don't misunderstand 
us. We're speaking of haz- 
ards that constantly threaten 
to destroy your property - - 
your yacht -- your golf clubs 
--even your other pair of 
pants. Now that you recog- 
nize you do have an insur- 
ance problem take advantage 
of our insurance analysis 
service. There is nocharge. 


SINCE 1854 


THE PHOENIX 
INSURANCE COMPANY 


OF HARTFORD, CONNECTICUT 
Cash Capital, . \« . $6,000,000.00 
Surplus to Policyholders, $30,839,324.64 











WINTER FABRICS f 


} In the new designs and 
colors now showing. 
Business suits and over- 


iy 
& coats start at only 
9 





EIGHTY-FIVE DOLLARS es 


An appointment will be 
made at your pleasure. 
Telephone 
BRyant 9-7495 
SHOTLAND ann SHOTLAND 


574 FIFTH AVENUE. NEW YORK ») 


C.F Gy ~ID) 
SE BG. 











Send for free cook book and mixing guide. 
Address Angostura, Norwalk, Conn. 


262 When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 


THE MAGAZINE OF 
WALL STREET 
and BUSINESS ANALYST 


Member of Audit Bureau of Circulations 

















Volume 59 No. 5 December 19, 1936 
The Ticker Publishing Company is affiliated by common ownership with the Invest- 
ment Management Service and with no other organization. It publishes only The 
Magazine of Wall Street and Business Analyst, issued bi-weekly; Adjustable Stock 
Ratings, issued monthly; and The Investment and Business Forecast, issued weekly. 
Neither the Ticker Publishing Company nor any affiliated service or publication has 
anything for sale but information and advice. No securities or funds are handled 
under any circumstances for any client or subscriber. 


CONTENTS 








THE TREND OF EVENTS 265 
As I See It! By Charles Benedict 267 
Stock Market Trend for Early 1937. By A. T. Miller 268 
The Coming Boom. By James T. Hamill ; 270 
Where Industries Stand Today. By Ralph Merrill ee 


Business Can Expect Increased Regulation of Trade Practices. 

By Representative Wright Patman 274 
The Passing Show of 1936 276 
Investment Trusts Under Scrutiny. By Howard M. Green . 278 
Happening in Washington. By E. K. T. ... 280 
New Peaks for Allis-Chalmers. By Laurence Stern 282 
Advantages and Pitfalls in Corporate Reorganization. 

By Arthur M. Rayfield 286 
Oils on the Upmove. By George L. Merton 288 
A New Future for Stone & Webster. By Henry Richmond, Jr. 291 


Textile Activity and Profits Up. By Malcolm Prentice 293 

For Profit and Income 294 

Opportunities in Low-Priced Issues. By Edwin A. Barnes... 296 
Bridgeport Brass Co... .. 296 Hudson Motor Car Co. 297 
North American Aviation, Inc.. 296 Cooper Bessemer Corp. 326 


Outlook for Motor Accessories. By Malcolm Standish 298 
Profits from Diversification, Allied Mills, Inc. 


By Walter Jordan 300 
Understanding Today’s Market Fluctuations 

By Frederick K. Dodge 302 
THE BUSINESS ANALYST. 304 

Taking the Pulse of Business 
Essential Statistics 306 
Answers to Inquiries 308 
New York Stock Exchange Price Range of Active Stocks 312 
Over-the-Counter 319 
ee OE ee re 319 





Copyright, 1936, by the Ticker Publishing Co., Inc., 90 Broad St., New York, N. Y. 
C. G. Wyckoff, President and Treasurer. E. Kenneth Burger, Vice-President and Man- 
aging Editor. Ralph J. Schoonmaker, Secretary. The information herein is obtained 
from reliable sources and while not guaranteed we believe it to be accurate. Single copies 
on newsstands in U. S. and Canada, 35 cents. Place a standing order with your newsdealer 
and he will secure copies regularly. Entered as second-class matter January 30, 1915, at 
P. O., New York, N. Y., Act of March 3, 1879. Published every other Saturday. 

SUBSCRIPTION PRICE—$7.50 a year in advance in the United States and its pos- 
sessions, Canada, and Pan-America. Foreign, $8.50. Please send International Money 
Order or United States Currency. 

TO CHANGE ADDRESS—Write us your name and old address in full, new address in 
full and get notice to us three weeks before you desire magazine sent to the new address. 


EUROPEAN REPRESENTATIVES—International News Co., Ltd., Breams Blig., 
London, E. C. 4, England. 
Cable Address—-Tickerpub. 

















D 


=CE 





wt 


—_ 


a a. 








ET 








DECEMBER 19, 1936 





Bias year, we can look back with satisfaction 


confidence and enthusiasm. 





and forward with 


We made the grade even though the way was hard and rough. 


There are no smooth and easy roads to victory—to progress— 


to happiness-—even for kings. 


No nation has as much reason for thankfulness. There is no 


perfect state. 


We are Free! While millions of our fellowmen and women are in 


slavery to communistic and fascist dictatorships. 


Thank God, the spectre of war—its horrible devastation and 


death for those we love—is not staring us in the face. 


We have plenty! In the vear ahead there is enough for all of us. 


More than plenty for many of us. 


Let us be content! And work together with intelligence and un- 


derstanding—with wisdom. 


Our success will give hope and inspiration to desperate and dis- 


illusioned humanity the world over. 


To you, our good friends, we extend our best wishes for the 


jolliest Christmas and the happiest and most prosperous New 


Yea Es 
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The Trend of Events 


ABIT PREMATURE . . . The Chairman of the Securi- 
ties and Exchange Commission warns that if there is an- 
other speculative boom, with its aftermath of collapse, 
the blame will he with the bankers and Wall Street; and 
great will be the righteous wrath of the public. Critics 
immediately retort that the Government’s cheap money 
policy and deficit financing are chiefly responsible for 
the bull market and that, since the Administration has 
claimed credit for producing recovery, it will justly be 
blamed by the public when and if there is another defla- 
tion. 

Come, come, gentlemen! Millions are still out of 
work, the national income is still sub-normal, the need 
for goods and services is enormous, the living standard 
of the majority of our people is far lower than it should 
be and will be. Why be concerned as we approach the 
1929 level of economic activity? There is no reason why 
we should not go far beyond that level. Our resources 
are unequalled, our credit supply tremendous. 

With the opportunity at hand for a great advance in 
the material well being of our people, it would seem 
premature to begin assigning blame for a possible distant 
collapse. Major depressions such as that from which we 
have but recently emerged have never come twice in one 
generation. The lesson of the last boom is still fresh— 
too fresh to permit bankers, business men and investors 
torush into a new debauch. 


If, after 1929 has become but another landmark in 
American economic history, we again are so foolish as to 
lose our bearings and invite a penalty for excess, you 
may rest assured that as always in hard times the public 
will blame both Washington and Wall Street, precisely 
as it did in the 1932 election. 


TRADE MARKED PRICES PRESERVED .. . The Supreme 
Court has in effect decided that a manufacturer can 
establish the selling price of an article after it has left 
his possession. It makes very plain what has puzzled 
many people when it says that while a retailer may own 
a standard product, he does not own the mark or the 
goodwill that the mark symbolizes. We are here not 
dealing with a commodity alone but with a commodity 
plus the brand or trade mark which it bears as evidence 
of its origin or quality of the commodity for which the 
brand or trade mark stands. A Daniel come to judg- 
ment! and yet it might almost be said that generations 
of solid citizens while feeling the innate justice of prop- 
erty in ideas and thought as well as in substance were 
never able to figure out why a man had a perfect right 
to buy or sell a certain article but not if it had a certain 
brand, stamp or symbol on it. They could see the mer- 
chandising rights in abstract property but not in prop- 
erty as affected by mind and thought. And yet the 
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same citizens bowed submissively to the rock-ribbed 
patent monopolies. The decision is justice and common 
sense. It may hamper some department stores, chains 
and other merchandisers who habitually undersell the 
general price level regardless of brands. On the other 
hand it will go far toward building up that honor and 
loyalty in trade, which are so often cheered but are 
rendered impossible by laws, customs and_ practices 
which give honor where honor is due in the spoken 
word but deny it in the substantial fact. 


DELUGE OF DIVIDENDS... . People who should know 
better point to the recent flood of extra and increased 
dividends, brought forth largely by the Federal undis- 
tributed profits tax, and assert that stockholders are 
faring better than labor. It is true that dividend decla- 
rations during November, mostly payable in December, 
totalled approximately $800,000,000 and that the figure 
was the largest for any single month on record. 

But dividends for the full year 1936 will scarcely ex- 
ceed 75 per cent of the 1929 total, while in most 
industries hourly wage rates are around the 1929 level 
and annual income of workers is closer to the 1929 aver- 
age than are annual dividends. Moreover the extraordi- 
nary dividend flood will recede rapidly after the turn of 
the year, while wages will not; and there will not be an- 
other similar outpouring to stockholders until twelve 
months hence. 

Merchants will not quibble as to whether labor or 
stockholders are getting the best treatment. Purchasing 
power from both increased dividends and higher wages 
will be finding its way into trade for some time to come. 


JOBS FOR ALL... Expansion of production and not 
shorter hours is the cure for unemployment, declares Dr. 
Harold G. Moulton, head of the Brookings Institution. 
In the durable goods industries, he points out, we would 
have to produce at the rate of $33,000,000,000 annually 
from 1937 to 1941 merely to re-establish per capita activ- 
ity on the pre-depression plane. Our actual output of 
durable goods in 1936 has been only approximately $21,- 
000,000 or more than 50 per cent under the total cited as 
needed. At the same time a considerable increase in 
production of consumer goods will be required to restore 
the pre-depression standard of living. 

Dr. Moulton adds that such an increase in production 
would require the full time services of from eight to nine 
million additional workers, from which it follows that 
any arbitrary shortening of hours would result in a seri- 
ous shortage of labor as recovery proceeds—if it did not 
prevent recovery by raising costs excessively. 

The greatest danger in the present situation, as Dr. 
Moulton sees it, is the recent tendency toward _price- 
raising in manufacturing industry. “Whether forced, 
irresistibly, by increasing costs or embraced as a means 
of stimulating rapid expansion, it is the sure road to an 
inflationary boom with its spiral of raising prices, wages, 
costs and again prices.” 


This view squares with that of this publication, as dis. 
cussed at length in a special article on following pages 
dealing with the Government’s objective of controlling 
a potential dangerous boom. Coming as the objective 
conclusion of an eminent expert in economic research, 
Dr. Moulton’s opinion merits the close study of business 
men and of the Administration if our progress of the 
past three years is to be kept on a sound and enduring 
foundation of rising purchasing power. Price-raising in 
manufactured goods, whatever the reason, points in the 
wrong direction. That is not the way to raise purchas- 
ing power. It is a sure way to reduce it. 


PEACE IN THE WESTERN HEMISPHERE ... Secretary 
Hull’s peace proposal at Buenos Aires may in the end 
be even more fateful than the proposal Prime Minister 
Canning of Great Britain made to President Monroe, 
of which it was said at the time, bestowing excessive 
credit upon Canning, “He raised up a new world to re- 
dress the balance of the old.” The conditions surround- 
ing the birth of the Monroe Doctrine were such that in 
seeking to balance the world Monroe, Canning, John 
Quincy Adams, Rush, and other statesmen of the period, 
might have turned the world back to the nightmare of 
the Napoleonic wars from which it had just awakened. 
Mr. Hull’s peace proposal seems to assure peace as much 
as any a priori formula can assure it. Americans will 
scarcely object to any one of the eight universal clauses, 
even not to that one which makes debts of American 
nations contracted for the purpose of waging war against 
each other impossible to use in financing such a war. 
Mr. Hull explains that what he is aiming at is a conti- 
nental peace and not a world peace. But it is likely that 
assured peace in the western world, which is certain to 
be a stepping stone toward something like a limited 
alliance, will be an approach to lasting general peace, a 
collective Pax Americana. It may be that we are com- 
ing to a time when there may be in the western world 
a coterie of nations that will actually be willing to fight 
for peace and prosperity as well as to continue confusion 
and misery. 

The machinery of the peace which Mr. Hull proposes 
is really a committee to prevent war and establish and 
seek peace, seek it actively, and leave no such fateful 
issue as that of peace and war to mere chance and drift. 
While no one can have very much confidence in any 
new contrivance to make peace anywhere in view of the 
indifference of great nations in these recent years to their 
solemnly plighted words, nevertheless there is strong 
foundation for the hope that the western hemisphere 
will not be disturbed by war in our time. 


THE MARKET PROSPECT . .. Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 268. The coun- 
sel embodied in the feature should be considered in 
connection with all investment suggestions, elsewhere in 


this issue. Monday, December 14, 1936. 
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AAs g Seo GE: BY CHARLES BENEDICT 


REPERCUSSIONS FROM THE ABDICATION 


B, no means was the matter settled with the King’s 
abdication. Instead of being the end, it may be the 
beginning of catastrophic repercussions throughout the 
Empire. 

The people have learned that it is not a democratic 
government, but a dictatorship of reactionary aristo- 
cratic, financial and industrial interests that rules the 
Empire. 

While these forces have won a victory momentarily, 
their attitude in so doing has planted seeds of doubt 
as to their capacity to successfully cope with this aggres- 
sively revolutionary modern world. 

Because the people loved Edward, when the shock of 
his abdication has worn off, they will find excuses for 
him and for his decision. In the crisis they have learned 
to know the King. They found him strong, with deep 
sentiments and a sympathetic heart for their problems. 
They know him as a man of sincerity, with courage, 
who disdains to be a puppet King. 

They are now aware that Mrs. Simpson was merely 
the excuse which the government used to rid them- 
selves of a monarch who was disturbing them with his 
democratic ideas and his independence of thought. It 
is significant to note that the government chose the 
Duke of York as the 
suitable figure to 
head the British 
Empire. : 

In forcing the ab- 
dication of their 
King, these leaders jj ' 
of the British gov- i 
enmment, these 
members of the Ca- 
bnet who have 
sworn to uphold 
their Sovereign, 
have set a precedent 
and unleashed forces 
which they may not 
be able to control. 

The Baldwin gov- 
emment has damned 
itself before Britain 
and the world as 
having forced the 
King off the throne 
—and with unseem- 
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The Houses of Parliament, London, England. —Underwood & Underwood 





ing haste—on an inadequate excuse at a time when the 
empire stood in jeopardy. Hitherto lulled by improved 
conditions at home, the people made excuses for the 
evident muddling abroad. Up to now thoughtful and 
judicious minds were willing to excuse the obvious mis- 
takes and give the Baldwin government the benefit of 
every doubt—to believe that there was some undisclosed 
weakness which made it necessary to accept the humili- 
ating rebuffs and failures. But now their belief in the 
infallible good judgment of their government is definitely 
shaken. The same blundering policy of recent months is 
evidenced in the handling of the King’s romance with 
Mrs. Simpson. Baldwin did not gauge the temper of the 
British people any more than he understood the psy- 
chology of the Italians. 

The prestige of the British government was brought 
low by lack of statesmanship and diplomatic skill in 
the Italian-Ethiopian crisis. It resulted: (1) in lifting 
Italy to great power on the Continent, (2) it seriously 
affected British control of the Mediterranean, (3) it was 
conducive to bringing about the Spanish Civil War, (4) 
it caused the loss of Portugal’s friendship (5) it strength- 
ened the hand of Nazi Germany, and generally put Eng- 
land in a most vulnerable position for attack im all 

parts of her empire. 

Despite Mr. Bald- 
win, there was not 
the remotest possi- 


bility that the 
King’s morganatic 


marriage to Mrs. 
Simpson would have 
caused a single mem- 
ber of the British 
Empire to withdraw. 
Would any of them 
dare isolation and 
the possibility of be- 
ing swallowed up by 
Japan, Italy or Ger- 
many on the slight- 
est provocation? 
Their strength lies 
in remaining a com- 
plete entity. Their 
governments are far 
(Please turn to 
page 315) 
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Stock Market Trend for Early 1937 


Bs AT 


ikaw advantage of an improved technical position 
resulting from a fortnight of irregular correction, the 
stock market is displaying rallying tendencies. The 
happier tone of the London market, due to ending of 
recent suspense over the outcome of the most famous 
love affair of modern times, may be credited with at 
least an assist on the play. Then, too, there is the 
increasing optimism customary as we approach the 
Christmas and New Year’s Day holi- 
days, an optimism especially notable in 
years of favorable business activity. 

Yet almost regardless of the prevailing 
circumstances, the market’s seasonal 
habit of advancing during the closing 
weeks of the year has been so consistent 
for several decades that it has become a 
tradition, perhaps the only seasonal habit 
that can be relied on not to double cross 
the trader. We would feel very badly 
if it abused our confidence and let us 
down over the next two or three weeks. 

Looking beyond this short-swing pic- 
ture, however, we believe a note of cau- 
tion is necessary in appraising the mar- 
ket outlook for the early weeks of 1937 
or perhaps for the first several months of the new year, 
even though the underlying business and credit factors 
remain favorable—as we are confident they will—and 
even though we see no logical alternative to maintaining 
investment positions in sound equities up to a half to 
two-thirds of security portfolios. 

The immediate and long-range prospects being reason- 
ably clear, we will devote most of this analysis to the 
intermediate outlook. 

First, we have had nearly two years of general ad- 
vance in stock prices without more than very brief re- 
action at any time. Now even though past speculative 
history may be a fallible guide, since present credit 
factors are in some respects unprecedented, nevertheless 
the record for half a century shows that never were 
there three consecutive years of strong, general advance 
in stock prices. It will be recalled, for example, that in 
that remarkable period between 1924 and 1929, the 
stock market on the average made no progress in 1926, 
although business activity did. 

This is not to say that no stocks went up in 1926. 
Many did, but as many more declined. In fact the 
average value of all stocks, as reported by the New York 
Stock Exchange, ended that year about 5 points under 
the level at which it started and the trend through most 
of the year was extremely irregular. Conceding that 
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the present business outlook and credit outlook may 
possibly be more favorable than in 1926, we neverthe- 
less have some doubt that the pace of the past two years 
‘an be maintained without some period of intermediate 
readjustment and without a still more pronounced ir- 
regularity and selectivity than we have seen during the 
past year. 

Second, however favorable the longer term business 
outlook may be, there are suggestions 
of possible temporary excess in the re- 
cent fast rise of production in some 
industries, in widespread forward buy- 
ing during recent weeks in almost all 
merchandise lines and in_ price-raising 
tendencies in manufactured goods more 
pronounced than at any time since the 
spring of 1933. It is worth noting that 
prices of manufactured goods were 
notably stable throughout 1935 and 
through the first nine months of 1936. 
Hence the present movement repre- 
sents a change which may have an 
element of danger in it, even though 
the general economic position is im- 
mensely stronger than it was in 1933 
and even though consumers generally are unquestion- 
ably better able to absorb higher prices than they were 
in the 1933 spurt of general price-raising. In any event 
the possibility of some reaction in business activity early 
in 1937 must be taken into account. 

Third, Congress will soon be in session; and while 
legislative probabilities are regarded with no such busi- 
ness fear as they were in the depression years, uncer- 
tainty on this point may exercise a restraining influ- 
ence, especially in a setting not free of other doubts as 
above detailed. Business men and investors will be 
particularly interested in additional business _legisla- 
tion of a regulatory nature, such as the proposed bill 
to forbid manufacturers engaging in retailing and re- 
tailers from engaging in manufacturing—as discussed in 
a special article on following pages by the sponsor of 
this proposal. Of special concern also is the proposal for 
Federal licensing of corporations doing business in inter- 
state commerce, the object being indirect regulation of 
wages and hours of labor. 

Aside from specific bills, the purposes of which are 
generally known, business is especially concerned with 
the as yet unrevealed proportions of labor legislation. 
as bearing upon the vital question of the cost of 
enterprise. At a time when some labor unions are 
demanding that their employers pass along higher prices 
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We expect year-end rallying tendencies but various uncertain- 





ties loom up for early 1937. Caution is advised in intermediate 


trading operations and in new investment commitments, al- 


though the longer range prospect remains highly favorable. 


to consumers in order to pay higher wages, develop- 
ments in new legislation will bear close watching. 

Of more direct impertance to the stock market is the 
decision soon to be made by the Administration as to 
what extent it will revise the capital gains tax. The effect 
of the present tax has been to preclude profit-taking by 
large investors and hence to inject an artificial element 
in the market price level. Any substantial revision of 
the tax could be expected to produce considerable reac- 
tion in many stocks as well as an extensive switching of 
investment holdings. For example, take the case of a 
large investor in a stock which he believes has dis- 
counted earnings probabilities for some time to come. 
If not precluded by the tax factor, his logical course 
probably would be to cash the profit and employ the 
funds in stocks which he believes have greater poten- 
tialities over the next year or two, notably in producer 
goods companies which have been late to experience 
recovery in earnings and which are well below probable 
maximum volume and profits. 

Fourth, the certain rapid dwindling in the flood of 
extra dividends forced out by the undistributed profits 
tax will remove from the market a factor which has 
been a source of special stimulation in recent weeks. 


Fifth, warnings of tighter credit control center atten- 
tion on the President’s forthcoming budget message and 
its bearing upon future Federal spending, on the prob- 
ability that the Federal Reserve Board will put a curb 
on potential credit expansion by the banks either 
through a further rise in reserve requirements or through 
open market operations, and on the apparent certainty 
that more stringent S E C regulations will make for an 
even more narrow market. In addition, the probability 
of Federal regulation of investment trusts injects an 
element of uncertainty in that it may force some trusts 
to liquidate their portfolios and retire frem the field. 

On the whole, therefore, we conclude that the inter- 
mediate outlook is sufficiently uncertain to demand cau- 
tion both in intermediate trading operations and in new 
investment commitments; and that for an indefinite 
time shrewd selection of individually promising stocks 
is likely to be the whole story of speculative success, 
with much reduced help from a general trend which we 
expect to be considerably less general over the next few 
months than it has been over the past two years. 

Subject to the above reservations, the favorable longer 
outlook is unchanged and there is no alteration of our 
generally bullish investment position. 
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E.. nearly four years the Roosevelt Administration 
has been striving to bring about a business recovery. 
Its most powerful stimulant has been a great increase 
in bank deposits—resulting chiefly from the Govern- 
ment’s deficit financing—and a corollary cheap money 
policy. Largely because of this planned credit program, 
business activity today is not far under the 1929 average 
and in the stock and commodity markets we see warn- 
ings of a coming boom. 

The Administration is alive to the potential danger of 
a repetition of this country’s 1924-1929 speculative spree 
and the subsequent economic debacle. It believes the 
time has come to turn from active stimulation to active 
control. 

This significant change in credit policy is indicated by 
various recent developments—by the President’s pub- 
licly expressed concern over the mounting total of for- 
eign funds flowing here, by Federal Reserve Board hints 
of a coming additional advance in bank reserve require- 
ments, by forecasts of more stringent S E C rules cover- 
ing trading by stock brokers, by the broadcast plea of 
the Chairman of the Reconstruction Finance Corpora- 
tion to investors to “be careful,” by the publicly ex- 
pressed agitation of the head of the SEC over the 
course of the stock market, and by apparent signs that 
the Government is anxious to get its budget on a cash 
basis in order to end what has been the biggest cause 
of bank deposit inflation. 

There is nothing surprising in this about-face. It is 
clear that the Roosevelt Administration is definitely 
committed to national economic planning—of which 
monetary-credit management is a primary part—as a 
continuing obligation and responsibility of government. 
That philosophy implies conscious stimulation by act 
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of government when stimulation is needed. It equally 
implies conscious control when control is needed. 

The practical questions to which business men and 
investors must therefore turn their minds now are such 
as these: Is a dangerous boom likely? Is this the right 
time to take preventive action? What should the pre- 
ventive action be in order to be effective? If effective, 
how will it influence business activity, interest rates, 
commodity prices, the trend of the bond and _ stock 
markets? 

The author is attempting to answer those questions 
as simply as is possible and, dealing with what is nec- 
essarily a most complex subject, will further attempt to 
confine consideration to essentials. 

To begin with, monetary-credit management is not a 
science but an art, and a new art at that. Credit may 
be related to gold, to bank reserves and to the open 
market policy of the Federal Reserve System—but it is 
also at all times tied up with human hopes and fears. 
In our limited experience with central credit manage- 
ment to date, no one has been able to see at what precise 
time a sound expansion becomes a dangerous boom. 

Yet in the light of our inflationary-deflationary roller- 
coaster ride with the old automatic gold standard and 
with the alternate expansions and contractions of bank 
credit under private credit initiative, we would seem to 
be between the devil and the deep blue sea. To the objec- 
tive of stabilized good times all of us cry a hearty. 
“Amen!” Since there are various things about money 

and credit that we do not know—know beyond doubt— 
let us venture our opinions with becoming humility. 
What if the present venture in credit control fails? We 
will scarcely be worse off than we were in the last de- 
pression. If it fails, moreover, it will not mean that the 
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objective is impossible, but that we have not mastered 
the method and that we will have to try again. 

What caused the depression after 1929? We hear 
yarious opinions, some expressed with dogmatic cer- 
tainty. Necessarily we must give at least brief attention 
to that question because it is a repetition of the recent 
depression that President Roosevelt and his advisors 
are seeking to guard against. 

One familiar view, evidently accepted in important 
part by the New Deal philosophy, is that too much of 
the national income went not into current consumption 
but through the flow of savings into excessive productive 
facilities. Closely related to this theory is the contention 
that the national income did not have a sufficiently wide 
distribution to maintain purchasing power of wage and 
salary workers. It is in reflection of this view that we 
have heard the President speak of the “false prosperity” 
of the last boom. 


Causes of Depression 


The writer hastens to assure you that he will not 
debate this explanation, but just to illustrate that it is 
debatable, let us glance at the findings of the Brookings 
Institution in its monumental study of America’s Capac- 
ity to Produce and the companion study, America’s 
Capacity to Consume. We find this conclusion: “There 
appears no general or decisive long-run tendency for 
manufacturing plant capacity to increase at a more 
rapid rate than the opportunities for keeping it com- 
mercially employed.” We also find this statement: “We 
were not ‘living in a fool’s paradise’ in 1929.” We 
further find the statement that out of an $81,000,000,000 
national income resulting from current production in 
1929 “about $80,000,000,000 was realized by individuals 
and the remainder was retained as corporate surplus.” 
Going further, we come across the conclusion that “about 
80 per cent of the national income in 1929 went to 
reward current effort and approximately 20 per cent 
to owners of property.” 

We could devote this entire article to discussing other 
alleged causes of the depression, ranging from the influ- 
ence of world-wide deflation of unpayable debts to the 
simplest of all—the waggish assertion that “some banker 
got scared and called a loan!” 

To get down to cases this author ventures to suggest 
with all humility the opinion that our mistake in the 
last boom was not excessive expansion of credit per se 
but excessive use of credit for non-productive purposes. 
The primary function of credit is to facilitate the pro- 
duction and exchange of goods and services—the real 
wealth of the nation. It would be entirely sound to 
utilize our credit base right up to its maximum mathe- 
matical limit—a limit wide enough now to support an 
expansion of economic activity far beyond anything we 
have ever known—if it were utilized to create new 
physical, income-producing wealth. It is only thus that 
our standard of living rises, and it can not rise too far. 

But the utilization of credit required by higher prices 
for steel does not increase the national wealth. The 


steel remains the same. Use of credit to mark up the 
price of land does not increase the national wealth. The 
land remains the same. Use of credit to mark up the 
price of General Motors common stock does not increase 
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our real wealth, for the real wealth flowing out of Gen- 
eral Motors is the cars it sells. 

Now if you look back to the last boom you will see 
that a fantastic amount of credit was used—and de- 
stroyed—in stock speculation, both on margin and bank 
collateral loans, and in real estate speculation. Foot 
up the billions so employed in essentially non-productive 
undertakings and you will realize that the eventual 
liquidation of that non-productive credit involved a loss 
so staggering that it would in any event—regardless of 
all other contributory causes—have touched off a down- 
ward spiral of credit deflation, pulling down the entire 
economic structure. 

That brings us up to today’s problem. “Boom” is a 
very big and somewhat general word. We could have a 
boom in commodity prices, a boom in real estate, a 
boom in the stock market, a boom in business activity 
or all four together. As we near a past peak of economic 
well being we fear potential credit expansion because 
we know that, human nature being what it is, every 
such expansion in the past has gone to excess and has 
been followed by painful deflation. On the other hand 
millions of men and women are without employment, 
the national income is still inadequate—no matter how 
widely we may distribute it—to support the mass of 
our people as they have a right to desire, and a vast 
shortage of needed production facilities exists. 

We have the materials, the technical knowledge and 
the credit resources to increase the American standard 
of living incalculably. The control efforts of the Admin- 
istration, therefore, could well use the judgment of a 
Solomon. What, specifically, are we trying to control 
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and does the Administration precisely know what it is? 
Unfortunately, as regards the stock market, the Wash- 
ington attitude is confused. It is one thing—and a quite 
proper thing—to control the volume of credit absorbed 
by stock speculation. That is being successfully done 
now. Brokers’ loans are less than $1,000,000,000. In 
1929 they were more than $8,000,000,000. Neither in 
brokers’ loans nor in bank collateral loans—both sub- 
ject to rigid control—is there any vestige of credit 
excess. Stock market activity, in proportion to the 
number of listed issues, is about half what it was in 
1924, 1925 and 1926 and far less, of course, than 
it was in 1928 and 1929. 
Yet it has been demon- 
strated that a great rise in 
stock prices is_ possible 
without use of more than 
a nominal amount of credit 
and without any such spec- 
ulative volume as we for- 140 
merly had. The answer is 
very simple. On the one 
hand the inflation of bank iZ¢ 
deposits resulting from 
Federal deficit financing ele) 
and imports of gold has 
created money which has 








100 


found its way into private 2 
deposits and thence into a 
the stock market. On the |iO¢off 
other hand, the easy a - 
: o 
money policy adopted to - 
ease the debt burden— 40 








both public and private 
and to stimulate business 
has had the inevitable cor- 
ollary effect of raising 
stock prices by lowering 
the “going value” of cash. 
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a practical matter can not go beyond supervision of the 
amount of credit going into the stock market and the 
rules by which purchases and sales are made. It can not 
and will not control the trend of stock prices as dictated 
by primary causes—unless it changes those causes. That 
it will not do, since it desires further economic expansion 
and adheres to the cheap money policy. 

A stabilized stock market is an impossibility—at least 
until we have stabilized economic conditions, stabilized 
corporate earnings, stabilized interest rates and a stabil- 
ized state of mind. And just as stocks can go up without 
excessive speculative volume they can go down dras- 
tically with any change in 
economic and credit fun- 
damentals. We are a long 
way from becoming a na- 
tion of income-minded in- 
vestors. Desirable as may 
be that ideal, cherished by 
some in the SEC, it is to 
| be doubted that rules and 
regulations will change hu- 
| man nature. One can spec- 
ulate without borrowing. 
Many do. 

It has been said _ that 
| every generation creates 
| new instruments of credit 
| with which to fool itself. 
| That is probably _ over- 
statement, but it does em- 
phasize that in guarding 
against recurrence of past 
mistakes we tend to over- 
look new dangers. The 
| burnt child dreads the fire 
but the lesson will not 
make that child more care- 
ful in crossing a street or 
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If a stock is priced at so 
much in a 6 per cent 
money market, it will tend 
to be priced twice as high in a 3 per cent money market. 

In a sense, therefore, Washington is attempting to 
deal with effects, rather than causes. Quite rightly, it 
is ield that the thing to do is not to deflate bank depos- 
its by heavy retirement of Government debt out of 
funds raised from increased taxation or to tighten money 
rates—for the effect on business activity would be ad- 
verse. Nevertheless, if these causes of a continuing bull 
market are not dealt with it is difficult to see how any 
or all checks on speculation can keep stock prices from 
going up in the face of bullish credit and business fac- 
tors. We could have a bull market on a full cash basis. 
In tacit recognition of that fact, Chairman Landis, of 
the SEC, has recently hinted that some thought may 
have to be given to limitations on price-earnings ratios! 
That is absurd, for what would be the standard and how 
could any board or commission hope to establish an 
intelligent formula when we see an almost infinite range 
of price-earnings ratios fixed daily in a free market out 
of the consensus of the investors and speculators of the 
world? 

We must conclude, therefore, that Federal control as 
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climbing a tree. The New 
Deal is determined that 
the banks shall not again 
extend excessive credit. In the first place the looseness 
with which some banks made loans in the last boom 
can not be duplicated because of rigid Federal control, 
whether through the Comptroller of the Currency or 
the F. D. I. C. In the second place, the mis-managed 
banks and the incompetent bankers have been elimi- 
nated by the thousands since 1929, and in the minds of 
the remainder the lessons of the last depression will not 
be forgotten for some time to come. 

But while the danger of an imminent credit spree by 
the commercial banks is exaggerated, in the writer's 
opinion, it must be observed that the banks have no 
control over the use of the deposits already created, 
for these belong to depositors, and they now exceed 
$54,000,000,000 or almost as much as in 1929. It would 
be possible to have a tremendous business boom if these 
deposits were turned over as actively as they formerly 
were. The above figure, of course, includes time depos- 
its; and some argue that only net demand deposits are 
the significant item. These are several billions under the 
1929 high, but time deposits can be converted into de- 
mand deposits over a reason- (Please turn to page 318) 
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Where Industries Stand Today 


Striking Comparisons with 1929 Levels 


BY RALPH 


VW. near the season of joyous celebration, the 
most joyous since 1929 because of the great ad- 
vance we have made in 1936 toward better times. 
It is the appropriate season for footing up our gains 
and reckoning our progress. The easiest way is to 
figure it in generalities or averages, such as a composite 
business index—but, after all, an average of many com- 
ponents hides almost as much as it reveals. 

If we say that aggregate business activity is now 94 
per cent of “normal,” a skeptic may intelligently ask: 
“What is normal?” We advance always over the long 
term to new “normals” in this country. And if we say, 
instead, that business is at such-and-such a percentage 
of what it was in a specific past year, we are still not 
much nearer the actual picture, for some business today 
is higher than it ever was before and other business is 
still far under what it used to be. 

The accompanying graphic study passes up any 
average and gives the individual position of most of 
the leading industries, in comparison with 1929. It 
brings home in striking fashion the enormous variations 
from industry to industry and for that reason merits 
study by any investor. 

The relatively advanced position of some, such as 
cotton textiles, simply reflects the fact that “necessity” 
consumption goods suffer least in depression and are 
quick to recover. The depressed level of others, 
such as railroad equipment, reflects the 
normal tendency of heavy pro- 
ducer goods to feel revival 
only well along 
in the recovery 
cycle. Those 
above the 1929 
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MERRILL 


level, such as refrigerators, oil burners, 
washing machines and motor trucks, re- 
flect a dynamic growth of markets far 
outrunning the general recovery trend. 
To the writer the most interesting 
showing of the entire group is that made 
by the steel industry, the 
1936 output of which was 
91.3 per cent of the record 
high 1929 production. Bear 
in mind that many of the 
former important markets 
for steel are seriously de- 
pressed. This is true of loco- 
motives and freight 
cars, of construction, 
of heavy electrical 
equipment and 
of machinery. It 
is (Please turn 
to page 324) 
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| The sponsor of the much discussed Robinson-Patman 


\ law predicts more of the same medicine. What 


will it mean? 


Business Can Expect Inereased 


Regulation of Trade Practices 


By Representative WRIGHT 


ryy 
a history of regulatory trade practice legislation has 
been long and eventful. but David Lawrence recently 
said: 

“The Robinson-Patman Law transcends in importance 
any legislation enacted in this country since the Sher- 
man Act.” 

I do not wish to minimize the importance of the Social 
Security Act and other epoch-making legislation enacted 
within the last few vears, but I do 
believe that the Robinson-Patman 
Law is outstanding among all laws 
of its kind ever passed and that it 
will come nearer accomplishing the 
long-sought results than any of its 
predecessors. 

As the present yea is rounded 
out and a new year of business ac- 
tivity looms ahead, the thoughts of 
business men naturally turn toward 
the coming Congressional session, 
wondering what new _ legislation 
may be passed affecting business, 
or what present laws may be 
amended or changed. 

There is agitation in some quar- 
ters for repeal or amendment of 
the Robinson - Patman Law, al- 
though, of course, neither is re- 
motely possible. Big business is 
claiming that the Act will be radi- 
cally revised at the next session of 
Congress, but, if revised, it should 
be in the interest of the nation as 
a whole, and not to favor any one 
class or group. 


Pictures, Inc. 


However, instead of repeal or revision of existing trade 
practice laws, there is a strong likelihood that supple- 
mentary legislation along this line will be proposed and 
there is a probability of its adoption. 

It has long been my opinion that we cannot have too 
many divisions of labor in this nation, for the good of 
the country as a whole. Labor-saving machinery has 
thinned the ranks of certain types of craftsmen; advanc- 
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Representative Wright Patman, Sponsor of 


New Business Legislation 


PATMAN (lst Dist., Texas) 


ing methods of economics have attempted to do away 
with other types of business life. Men and women well 
established in one walk of life, with all their savings or 
knowledge invested there, are constantly having the 
ground cut out from under them, forcing them to 
“muscle in” on some other class or group. 
Distributors should insist that wage-earners and farm- 
ers be given fair wages and fair prices, sufficient to give 
them and their families a decent 
standard of living; while at the 
same time, wage-earners and farm- 
ers should realize that it is in the 
country’s interest for the 18,000,- 
000 people dependent upon distri- 
bution to remain in that business 
and not 
farmers. 


become wage-earners or 

Pursuing my theory of creating 
more independent retail outlets 
and thereby creating more busi 
nesses, giving more business men 
a livelihood and more employees 
jobs, I have this summer been 
studying a bill, which I plan to 
introduce at the next session of 
Congress, which would keep manu- 
facturers out of the retail business 
and prevent retailers from med- 
dling with manufacturing. 

I have been testing out senti- 
ment for such a legislative pro- 
posal, and I find a great deal of 
sympathy for it. The country 
seems to have caught the vision at 
last that it is not necessary for 
private initiative, industry and effort to die a doleful 
death. The little business man can live, he is entitled 
to live, he is living and the Robinson-Patman Act 1s 
proving it. Fully awakened at last, the “little fellow” 
may desire to improve his opportunities and make room 
for others. 

The fight against monopoly is on, and it will not be 
relaxed. 
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The bill I am referring to would further amend the 
Clayton Act, as did the Robinson-Patman Act. A ten- 
tative draft has been prepared already, after many con- 


policies or conduct of such other person affecting com- 
petitive relationships between persons engaged in the 
business of selling articles or materials at retail.’ 


ferences with attorneys 
well informed on the sub- 
‘ect. It is as follows: 

“A BILL to amend the 
Clayton Act in order fur- 
ther to protect interstate 
commerce against re- 
straints and monopolies: 

“Be it enacted by the 
Senate and House of Rep- 
resentatives of the United 
States of America in Con- 
gress assembled, That sec- 
tion 3 of the Act entitled 
‘An Act to supplement ex- 
isting laws against unlaw- 
ful restraints and monopo- 
lies and for other purposes,’ 
approved October 15, 1914, 
as amended, is amended 





Here is the gist of the new business legislation 
which Representative Patman says will probably be 
adopted by Congress: 

“It is hereby declared that the enactment of this 
section is necessary in order to protect commerce 
from restraints and monopolies which result in 
certain cases where persons are concerned with 
both the manufacturing and retailing of articles or 
materials. 

“Tt shall be unlawful for any manufacturer or 
any affiliate of such manufacturer to directly or 
indirectly transport or cause to be transported, in 
commerce, any article or material produced by such 
manufacturer for sale or distribution at retail by 
such manufacturer or by an affiliate of such manu- 


“Sec. 2. This Act shall 
take effect three years 
after the date of its en- 
actment.” 

Concisely stated, this 
bill, if it became law, would 
prohibit manufacturers 
from selling their products 
in retail establishments 
owned by them, either di- 
rectly or indirectly, in 
other states, if any part of 
the business came under 
the regulation of interstate 
commerce. 


Chain service stations 
would become privately 
owned. Grocery firms in 


both the processing and re- 
tailing business would have 





by adding after section 3 facturer. 
a new section as follows: 

“Sec. 3144. (a) It is 
hereby declared that the 
of this section 
order to 


date of its enactment.” 


enactment 
is necessary in 


“This Act shall take effect three years after the or the 


(The full text of the bill is presented in Mr. 
Patman’s accompanying article. ) 


to get out of one branch 
other. The same 
would apply to depart- 
ment and dry goods and 
other retail stores. “Manu- 
facturer to consumer” sell- 
ing would be ended. Mo- 





protect commerce from re- 
straints and monopolies 
which result in certain cases where presons are con- 
cerned with both the manufacturing and _ retailing of 
articles or materials. 

“*(b) It shall be unlawful for any manufacturer or 
any affiliate of such manufacturer to directly or indi- 
rectly transport or cause to be transported, in commerce, 
any article or material produced by such manufacturer 
for sale or distribution at retail by such manufacturer 
or by an affiliate of such manufacturer. 

‘(c) For the purposes of this section— 

‘(1) The term “person” means an individual, a cor- 
poration, a partnership, an association, a joint-stock 
company, a business trust, or an organized group of any 
of the foregoing, whether or not incorporated. 

“*(2) The term “manufacturer” means any person, 
other than an individual, engaged in the producing, 
manufacturing, processing, packing, refining, or prepa- 
ration of articles or materials for sale or consumption. 

“*(3) A person shall be deemed to be an affiliate of 
a manufacturer if such person controls or is controlled 
by, or is under common control with, such manufacturer. 

“*(4) The exhibition of a motion picture, for a charge, 
shall be deemed to be a sale at retail. 

“*(5) A person shall be deemed to control another 
person if having over the latter (A) actual or legal con- 
trol, whether direct or indirect, or (B) any direct or 
indirect. power or influence (whether arising through 
direct or indirect ownership or control of stock or other 
capital, evidences of indebtedness, or physical properties 
or equipment, through contract, lease, or agency ar- 
rangements, through interlocking directorates or officers, 
or through any other means or circumstances) which 
can be used to affect, in any substantial manner, the 
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tion picture production 
companies could not control exhibition houses. Tire 
makers would have to give up their retail outlets or 
quit manufacturing tires. Utilities in both the produc- 
tion and distribution divisions of the business would 
be affected. 

Such a law would create more jobs, give more busi- 
ness men opportunities and stifle monopoly forever. It 
would also eliminate evasion of the principles of the 
Robinson-Patman Act by retail firms desiring to com- 
pletely take over some branches of manufacturing. 

I have prepared also a model state bill designed to 
supplement and strengthen the Robinson-Patman Act 
and have submitted it to many interested persons. 

I plan to introduce at the next Congressional session, 
an act designed to place absentee distributors on an 
equal footing with local business men, regardless of state 
sales taxes or excise taxes. I believe the Federal Gov- 
ernment should collect the equivalent of such taxes 
from absentee distributors, who do business in states 
with such taxes, and return the money to the state 
funds formed by such taxes. 

A new statement of public policy was provided in the 
Robinson-Patman Act, providing that discrimination in 
price, service or facilities is unlawful when its effect may 
be substantially to injure, destroy or prevent competi- 
tion: (a) with the person who grants the discrimination; 
(b) with or among any of his customers; (c) with the 
person who knowingly receives the discrimination; or 
(d) with or among any of his customers. 

Its enforcement is not left up to one official or com- 
mission, but is in the hands of the Attorney General, 
United States District Attorneys, the Federal Trade 
Commission, the Department (Please turn to page 320) 
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Investment Trusts Under Serutiny 


The Government's Policy Will Largely Af- 


fect Their Future Progress and Usefulness 


BY HOWARD M. GREEN 


: investment management companies to find the 
path of progress opened wider and made smoother by the 
searching investigations now under way, or, are such 
concerns to find themselves so hedged about with rules, 
regulations, requirements and prohibitions that their 
future usefulness is to be nil? No one will question the 
attitude of the committee which is patiently digging into 
a lot of fairly recent history, sincerely considering abuses 
brought to light and planning measures to prevent their 
repetition. Such plans are stated to be so much as vet 
in the formative stage as to preclude any specific outline 
at this time. 

The first real point is the usefulness of this form of 
financial organization, its capacity to serve the investor 
and the public. It has both functions to perform if it is 
to justify its existence. Without regard to a long history 
abroad, that gives the investment trust a place of high 
renown, the stubborn fact remains today that, with us, 
the institution must stand upon the success with which 
it fulfills its office, or fall by its failure to do so. 

It is an old saving that “to the younger generations, 
the eternal verities have all the charm of novelty.” 
There is nothing in the present gauntlet which our in- 
vestment management companies are being forced to 
run that is new. Current commentators in the press and 
in advisory services are all treading a well-worn path 
broken out first some fifty 


was written there appeared in the daily press the recon- 
mendation of a trust official that capital structures be 
of a simple character. It was his contention that ey- 
perience taught that this was one of the best ways of 
serving the investor. The Economist, apparently answer- 
ing the same question that has been raised today, said: 

“Now under the arrangement of a preferred and a 
deferred stock, what may be regarded as the certamn 
income of the company goes to one set of stockhold- 
ers, and all the balance goes to another set. Two kinds 
of securities are thus created: one with a definite and 
practically certain yield, which may be _ held by 
trustees and cautious persons generally; the other, 
fluctuating according to the course of trade and the 
stock markets, which is a popular stock with those 
who expect a considerable income from their invest- 
ments and yet are too timid to form a trust. them- 
selves.” 

Was this attitude of fifty years ago sound? 
the history of these old-time investment trusts and it 
will be found in most that they made no 
change in their capital structures over many years of 
Today, their debenture issues sell reason- 


Trace 
instances 


operation. 
ably close to the basis quoted for government obliga- 
tions, and their preference and deferred (common) 
stocks according to their individual vields. Thus, it 

would seem that there were 





Just at this 
possibilities to 


years ago. 
time the 

come in the way of regula- 
tion are repeatedly gath- 
ered together point by 
point and made matter for 
speculation; how much and 
what kind of legislation to 
follow the finding of the 


Adams Express 

American Equities 

American European Securities 
American International 


committee now holding Atlas Corporation 

hearings. Blue Ridge Corporation 
Let us turn to the great Capital Administration 

English periodical, The Corriers & General Corp. 


Electric Power Associates 


Economist, and to the date 
Electric Shareholdings Corp. 


of July 10, 1886 — fifty 


Awaiting The S.E.C.'s Conclusions and 
Recommendations: 


something to be learned 
from past experience in the 
matter of the proper capi 
tal structure for an invest- 


ment trust. 
Fourth National Investors The investment condi- 
General American Investors tions which prevail in 


Great Britain, the freedom 
of their market, the rela- 
tion between financial in- 
stitutions and the investor, 
are so very much like our 
own that there is no dis 
tortion in citing their ex- 
perience or in considering 


Lehman Corporation 
Mayflower Associates 
National Aviation 
National Investors 
Petroleum Corporation 
Second National Investors 
Third National Investors 
Transamerica Corp. 


years ago. The page is manly eee at a successful practice as 
here partly reproduced. ee applicable to our own 
On the day on which this situation. 
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In the matter of capital structure, the design has been 
to offer debentures, affording safety and certainty of 
income for the investor seeking a rate of return slightly 
above that of governments—something better than a 
“business man’s risk” in the preferred and an expectancy 
of a larger return on the deferred stock for the investor 
yho in return therefor is willing to forego uninterrupted 





the fund in various industries and in bonds. Mr. Fiem- 
ing was recognized by men of three generations as the 
dean of trust managers. It was always Mr. Fleming’s 
contention that, having spent much time, effort and 
money in the selection of a portfolio, the public had no 
right to a full and free exhibition of the results. The 
leading manual in England covering these companies 
carries a list of those companies which 
make public portfolio contents. 

As to publication and appraisals, the 
Economist in the article already quoted, 











July 10, 1886.] THE ECONOMIST. | 


covered both grounds as follows, disagree- 
ing with Mr. Fleming: 





The course of trade and the dividends paid on the 
stocks and securities held by a trust company are by no 
means the only factors which determine the rate of profit 
sarned by the trust. The directors and trustees buy and 
sell stocks frequently during the year, as they see, or think 
they see, advantage; and it is upon the skill and foresight 
with which they do this that much of the success of the 
concern depends. The question of dividends paid in the 
past ought not, therefore, to. be the sole gauge which 
should determine an investor in the selection of a trust 
company. He should, if he is wise, be guided much more 
by the names of those who are responsible for the manage- 
ment of the concern. He must remember that his money, 
when transfused into so much stock of a trust company, 
is in reality employed at the will of other people in the 
purchase or sale of shares and bonds which they select, 
and in the choice of which he has no voice. It might 
easily happen that one year a company made a large and 
(attractive rate of profit through some lucky manipulation 





even with no return at all, through the bungling of those 
| to whose superior wisdom in making investments he so 
trustingly confided. This, of course, is an extreme case; 
but it is worth emphasizing that trustees, honest, capable, 
| and above suspicion, should be regarded by the investor 
(| 





as of far more account than brilliant dividends or glowing 
promises. 


parment of income. The point is that this basis has for 
many vears worked to the satisfaction of all concerned, 
which is to be presumed is what we are endeavoring to 
a workable basis which meets the needs 





establish here 
of and is approved by all concerned. 

We realize that in the promotion stages here, there 
was a frantic search for novelty to be used in sales ef- 
forts. That phase is of a day now gone and what is 
needed is settled practice. 

The matter of inventory figures came in for criticism 
fifty vears ago just as it has today, along with the ques- 
tion of making public the list of items in the portfolio. 
Taking the last question first, it must be conceded that 
the portfolio’s contents are going to be given out in full. 
The perfectly sound logical arguments against such pro- 
cedure can avail nothing in the face of the general move- 
ment for the abolition of all privacy. Most American 
trusts do give the contents of their portfolios at varying 
intervals. All will soon have to report regularly. Ad- 
mittedly this is an old question. Robert Fleming’s 
Investment Trust Corporation, England’s leading 
investment trust, registered in 1888, never pub- 
lished any further portfolio details than the number of 
items, the country of their origin, and the percentage of 
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of stocks held by the trust; but next year the investor 
might find himself with a largely diminished income, or 


“It is difficult to see what possible 





with those 7 ; . 
investme harm or disadvantage could arise from 
themsely, such publication and the gain to share- 
The f holders — present and_ prospective — 
of 
cise would be enormous. We are of the 
among opinion, moreover, that all the securities 
- held should be revalued once a year b 
ae | ; 4 
f an independent stockbroker to be ap- 
f pointed by the shareholders, after the 
’ . P ° 93 7" . 
fashion of an auditor.” (The emphasis 
\ our own). 
Under the British and Scottish practice, 
a the shareholders’ auditors are at perfect 
Iy liberty to oppose the management when 
| they may feel justified in so doing. Prac- 
Glo tices such as the possibility of banking spon- 
Go . an 66 : 
“an sors using a portfolio “as a dumping ground” 
Me might be thus rather easily prevented. As 
( : 
Mu to the valuations, that may be expected as 
On a matter of course. 
Ra nr . 
Ra There has been repeated reference to a 
Rf matter of “uniform accounting.” In theory 
— this seems to be very desirable, but the prac- 
f tice is not easy to attain. This is because of 
I the various kinds of investment trusts that 


exist: there is less uniformity of business, for 

example, in the investment trust field than 
there is in the railroad and public utility fields. Further- 
more, there are the differences made necessary by the 
different laws of the various states in which the trusts are 
incorporated. Mr. Lovelace, president of the Investment 
Co. of America, while testifving before the S E C in the 
recent inquiry, hit upon one way of solving many of 
these difficulties. It was his opinion that consideration 
should be given to the enactment of a law providing 
for a Federal Charter. This, of course. would get over 
the differences in accounting practice resulting from the 
various state charters, tax and other laws. Mr. Lovelace 
went on to say that in his opinion such a Federal law 
could be administered by the S E C in a manner similar 
to that in which state insurance commissioners adminis- 
ter insurance laws. It might be impossible to attain 
absolute uniformity of practice, but it certainly could 
be attained in greater degree than exists today. 

There is, however, another most important phase 
that would quite justly present some complications for 
the auditors. For a description of this activity, upon 
which so much depends, not in proper profits won 
merely, but in service to the public as a whole, let us 
turn to one of the most highly esteemed works on Brit- 
ish finance, Powell’s (Please turn to page 324) 
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WASHINGTON SEES 
Retailer groups preparing a drive to stop 
price cutting. 
Railroad financing legislation as object of 
Senator Wheeler's investigation. 


Easy money policy of government continuing 
but facing possible difficulties. 


Further regulation by S E C to be proposed 
to Congress. 


Early fight over nature and extent of govern- 
ment work relief program. 


Federal licensing of industry being studied 


seriously. 
Tariff reciprocity a major legislative matter. 


Phone rate reduction stopping F C C’s inves- 


tigation of AT&T. 





Easy money continues as Treasury gets big over-sub- 
scription for 214 per cent bonds and 114 per cent notes 
—lowest rates in history. But critics say this is incon- 
sistent with efforts of administration to avoid credit in- 
flation; fear expanding commercial activity eventually 
will raise interest rates, depressing price of governments 
and other high-grade bonds; think time at hand for 
reversal of easy money policy. 

No more Treasury financing due until after March 16 
income tax payments and Congress appropriations de- 
termine needs. $50,000,000 new cash weekly will be 
raised by sale of discount bills (sold almost at par cur- 
rently) for some weeks, all to be retired March 16. Thus 
stage is set during first months of new year for Federal 
Reserve to do something about excess reserves and open 
market operations without interfering with Treasury 
financing. 


Branch banking controversy, rumored to break out 


pening. in Washington. 


again in next Congress, is heightened by efforts in many 
states to provide limited services to bankless communi- 
ties through offices to cash checks, receive deposits. Rub 
is: this opens door to national banks to establish full- 
fledged, permanent branches in those states. Comptrol- 
Jer of Currency, who favors national bank branches, is 
watching closely. 


More finance regulation may be expected in future 
rather than less, is word passed out by S E C Chairman 
Landis. Recommendations for new legislation now be- 
ing considered by S E C include federal incorporation 
or other regulation of security underwriters, control of 
investment trusts, common trust funds of banks, cor- 
porate trusteeships, reorganization and protective com- 
mittees, as well as segregation of functions of stock 
brokers and dealers. 


Price maintenance drive by organized retailers in many 
lines will follow Supreme Court decision upholding state 
fair trade acts. Fifteen such state laws now exist; others 
will be enacted during winter. Particularly in drug and 
grocery fields retailers will try to force manfacturers of 
branded goods to sign price maintenance contracts and 
to provide high retail mark-ups. 

Private brand and unbranded merchandise may sell 
in greater volume if branded goods prices are kept high 
and their use as loss leaders prohibited. Some manv- 
facturers will resist retail efforts to have prices of their 
goods maintained, but many retail groups are talking 
boycotts and other means of coercion. 


Control of rail financing by federal law is object of 
Senator Wheeler’s current investigation of typical roads. 
Wheeler favors government ownership but may be con- 
tent with holding company control similar to that im- 
posed on utilities by his bill in the last Congress. Some 
change in bankruptcy and reorganization law and more 
liberal consolidation provisions may result with restric- 
tions on manipulation by financial interests, but er- 
pressed hope is to keep railroads solvent. 


Labor troubles in industry will be aggravated rather 
than lessened by failure to patch up industrial union row 
between A. F. of L. and C. I. O. With both groups 
striving for supremacy and members, strikes may be 
called simply to win “recognition” and exclusive bar- 
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gaining rights, with innocent employer ground between 
two millstones. Labor Board’s drive against company 
unions, high point of which is order against employee 
representation plan of Carnegie-Illinois Steel Corp., par- 
ticularly aids C. I. O., though A. F. of L. doesn’t like 
company unions either. . 

But division in labor ranks will not stop passage of 
pro-labor legislation, for leaders of both groups are 
pledged not to knife each other over things which might 


help both. 


Auto financing plans should not be affected by com- 
plaints issued by Federal Trade Commission against 
some statements advertising them. F T C claims ad- 
vertising implied six per cent interest whereas amount 
collected actually totaled double that. Plans themselves 
are not at issue. Companies claim they have already 
modified their advertising to tell “the truth, the whole 
truth, etc.,” but commission not yet satisfied. Com- 
plaints name General Motors, Ford, Packard, Chrysler, 
Nash, Reo, Hudson, Graham-Paige, their manufacturing 
and finance subsidiaries, and Commercial Investment 


Trust Corp. 


House leadership fight, most important pre-Congress 
politicing since Abalama’s Bankhead is slated for Speak- 
ership, appears won by Rayburn of Texas over O’Con- 
nor of New York, placing House control in hands of 
strong New Deal supporters. Indicates administration 
will get what it wants this session. Rayburn guided 
utility holding company bill through last Congress, but 
if he leaves chairmanship of important interstate com- 
merce committee that group may be dominated by 
moderates. 


H. O. L. C. foreclosure actions show steady decline, in- 
dicating stiffening of real estate market, increased pay- 
ing ability of borrowers, success of firm collection policy, 
ultimate ability of H. O. L. C. to retire its bonds. 


Unemployment compensation laws being rushed by 
states without them since Supreme Court upheld New 
York’s. In states not having such by January 1 em- 
ployers of eight or more must pay 1 per cent of 1936 pay- 
roll to federal government, in others only 1/10 per cent 
and balance to state funds, so effect on business is the 
same either way but employees get no benefits except 
from state funds. Congress will be asked to extend 
deadline for state action. 


Federal licensing for privilege of doing business in in- 
terstate commerce, a la A. F. of L.-sponsored O’Mahoney 
bill, being studied in administration circles. Basic idea 
dates from pre-war days, but O’Mahoney’s bill includes 
about all business reforms suggested since then and is 
too sweeping to be passed as is. Significance is that 
administration is examining every possible device prom- 
ising revival of N R A principles without constitutional 
amendment. 


Basing point bill, aimed at selling methods of steel and 
many other industries, will be re-introduced by Senator 
Wheeler but he may be too absorbed in railway finance 
to push it. Also administrative difficulties of Robinson- 
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Patman act may serve as brake on new legislation up- 
setting distribution methods at this time. 


Repeal of gasoline tax and auto manufacturers’ excise 
by federal government is remote possibility following 
Treasury’s study of taxes overlapping with state levies. 
If administration seriously wants to stop duplicate state- 
federal taxation it might drop these if states could agree 
to withdraw from tax fields U. S. wants to dominate. 
But Treasury needs the revenue and probably will ask 
Congress to hang on to it for at least another year or two. 

Three-cent letter postage rate, which would drop 
back to two cents next summer in absence of new law, 
probably will be extended. P.O. Department will ask 
it, Congressional opposition expected to be in minority. 


Social security protests attached to registration forms 
by many employers and a few employees have no bear- 
ing on collection or refund of tax. Persons and firms 
not registering will be considered in violation of internal 
revenue laws, liable to heavy penalties if refusal per- 
sists. But when first tax returns are due in February 
many are expected to pay under protest to insure 
chances of refund and scores of suits to enjoin collection 
are looked for, just as with A A A processing taxes. 


Phone rate reduction on AT&T long lines, estimated 
to save users $12,000,000 annually in addition to $10,- 
000,000 cut last year, is hailed by F C C as triumph for 
its long investigation of rates. As result, this phase of 
investigation will be altered to sort of permanent re- 
search with view to further cuts. Observers say it is fine 
example of regulation by negotiation provided F C C 
does not get idea it can force reductions any time by 
swinging big stick. 





J. F. T. O'Connor, Controller of Currency, favors 
National Bank branches —Pictures Inc., photo 








New Peaks for Allis-Chalmers 


BY LAURENCE STERN 


F.. years the name Allis-Chalmers has 
been synonymous with “heavy indus- 
try.” So ponderous are many of its 
products that some 100 specially de- 
signed freight cars are maintained for 
their transportation, and often deliveries 
have to be detoured hundreds of miles 
to avoid tunnels and underpasses of 
inadequate clearance. 

In recent years the term “heavy in- 
dustry” has been synonymous with de- 
pression. It still is, for while recovery 
in capital goods industries is making fast 
progress at present, sales are still very 
considerably under the 1929 level. 

All of which is by way of emphasizing 
the remarkable fact that when this year 1936 comes to 
its end a fortnight hence, Allis-Chalmers will have rolled 
up a record high sales volume—a volume topping its 1929 
business by some 33 per cent and nearly double the 
annual average sales of the years 1925 through 1928. 

There is the further remarkable fact that the net earn- 
ings of this “heavy industry” phenomenon this year will 
probably exceed those of 1929 by some 10 per cent, and 
top average annual earnings of the years 1925-1928 by 
more than 50 per cent. 

Naturally, there is a reason for a sales and earnings 
gain which has far outrun the trend of general recovery 
in capital goods. The reason above all others is the 
success with which Allis-Chalmers has aggressively de- 
veloped its market in tractors featuring low-pressure 
pneumatic tires, and in a broad line of farm equipment. 
This division of the enterprise—the others being heavy 
industrial machinery and _ electrical equipment—has 
proved a bonanza. 

The avenues of development pursued by Allis-Chal- 
mers in recent years contrast very interestingly with 
those taken by the much larger General Electric Co. and 
the Westinghouse Electric & Manufacturing Co. Com- 
parison suggests itself because in electrical equipment 
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Courtesy Allis-Chalmers Mfg. Co. 


Ingot receiving heat treatment for first forging of valve shaft 


and in some heavy industrial products the three are 
competitors. 

Since 1929 the most notable change in the General 
Electric and Westinghouse picture has been the success 
with which each of these companies has developed 
markets in household electrical appliances—notably 
refrigerators and washing machines—with which to sup- 
plement their capital goods lines. 

In contrast, to supplement its lagging business in 
electrical equipment and heavy industrial machinery, 
Allis-Chalmers elected to make a drive for increased 
volume in farm tractors and farm machinery. 

Relatively speaking, rubber-tired tractors and farm 
equipment have done more for Allis-Chalmers than 
household appliances have done for General Electric and 
for Westinghouse, for whereas, as above noted, Allis- 
Chalmers sales this year will exceed those of 1929 by 33 
per cent, General Electric sales probably will be some 
38 per cent under the 1929 high and Westinghouse prob- 
ably 30 per cent under its 1929 high. 

For another comparison, Allis-Chalmers’ dollar sales 
in 1929 were only approximately 10 per cent of the 
General Electric volume. while for 1936 they probably 
per cent as large. In 1929 


? 


will be approximately 23 
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the Allis-Chalmers’ sales were approximately 20 per 
per cent as large as those of Westinghouse, but for this 
vear they will be some 38 per cent. 

' Very likely the Allis-Chalmers management does not 
regret that it bet on the tractor and other products 
aimed specifically at the farm market, while leaving the 
refrigerator, the washing machine, the oil burner, etc., to 
others! 

In profit margin, however, Allis-Chalmers is consid- 
erabiy behind General Electric and a bit behind West- 
‘inghouse. Its operating margin in 1929, for example, 
was 9.9 per cent; that of Westinghouse 10.1 per cent; 
and that of General Electric 11.8 per cent. 

Ratios between net earnings and sales, of course, are 
affected: by “other income”—income from investments 
and surplus cash—and in this respect General Electric 
and Westinghouse are in a far stronger position than 
Allis-Chalmers. Taking this into account, the com- 
parable margins in 1929 were General Electric 16.8 per 
cent, Westinghouse 12.6 per cent and Allis-Chalmers 9.5 
per cent. 

For the third quarter of this year Allis-Chalmers’ 
profit was equal to 9 per cent of sales, that of Westing- 
house to 8.5 per cent of sales and that of General Elec- 
tric to 14.2 per cent of sales. Comparisons for so short a 
period, of course, must be taken with a grain of salt, 
since they may have been affected by bookkeeping ad- 
justments which will not show up until consolidated 
statements for the full year are issued. The smaller the 
company, the larger will “special charges” loom in ratio 
to earnings. For example, last year Allis-Chalmers 
charged to regular operating expenses $1,041,367 for 


development work and this sum was equal to more than 
50 per cent of net profit reported for the year. 


Quick-Clean Motor installation by Allis-Chalmers 
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Partial List of Allis-Chalmers Products 


Hoisting Machinery 

Home Heat Exchangers 
Metallurgical Machinery 

Plate Work 

Power Transmission Machinery 
Road Machinery 

Saw Mill Machinery 

Timber Preserving Machinery 


Blowers, Compressors, Vacuum Pumps 
Cement Machinery 

Coal Distillation Equipment 

Steam Condensers 

Crushing Machinery 

Electrical Machinery 

Steam, Gas and Oil Engines 

Farm Machinery 

Flour Mill Machinery 

Steam and Hydraulic Turbines 


Tractors 
Tunnel Shovels 





Since the capital stock of Allis-Chalmers has advanced 
this year from a low of 35° to a high of 711% and is 
now at 69, the question will arise: “How much is there 
left in the equity?” The answer involves an appraisal 
of potential earning power and that is uncommonly dif- 
ficult on anything more than an approximate basis. To 
start with, however, we have the primary fact that a 
strong advance in one of the company’s three main di- 
visions of activity has been enough to lift total volume 
and total profits to a record high. It therefore follows 
that if tractor and farm equipment business is main- 
tained, and if on top of that the present recovery trend in 
electrical equipment and in heavy industrial machinery 
eventually carries these two Allis-Chalmers divisions 
back to the 1929 position, then one would logically expect 
the company to earn far more than it ever did before. 
Being confident that demand for capital goods over the 
next several years will not only climb back to the 1929 
level but go well beyond it, this writer will hazard the 
guess that present Allis-Chalmers earnings in time could 
readily double. That may be under-optimistic, for how is 
one to measure the maximum potentiality of a company 
which today has sales one-third greater than it had in 
1929 although the activities from which the greater part 
of its 1929 profits were derived are still in a depression 
zone and subject to great expansion? 

It is not even possible to estimate approximately the 
possibilities in the rubber-tired tractor and in other 
mobile farm equipment which likewise is taking to pneu- 
matic “shoes.” We know how many farms there are in 
the country and statisticians at one time or another 
have attempted to estimate what proportion of their 
owners are potential buyers of tractors. Years ago 
similar estimates of the potential automobile market 
were made, but they went wrong on the under side be- 
cause they could not foresee that engineering progress 
and mass production methods would produce prices low 
enough to create a mass market. A good farm tractor 
can be bought today for much less than half what it 
cost not many years ago. 

Equipped with low-pressure tires, the modern farm 
tractor will pull in mud and snow that would stop steel 
wheels; it will double the speed with which plowing can 
be done; it will roll along a concrete highway with a 
speed equal to that with which most automobiles are 
driven under average conditions; and with rubber ab- 
sorbing the shock it will last longer and require less ser- 
vicing than old type tractors. 

The Allis-Chalmers management believes that within 
a few years all mobile farm equipment sold will be 


ad 
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equipped with rubber tires. That, however, is not the 
end of the product improvement to which the company’s 
extensive engineering research is constantly directed. 
One of its most interesting recent innovations has been 
the development of an internal combustion engine de- 
signed to operate on Diesel type fuel. Applied to trac- 
tors, it is claimed that this engine has all of the ad- 
vantage of economy that can be obtained from use of 
fuel oil, rather than gasoline, without the disvantages 
of the complicated, heavy, hard-starting, high-compres- 
sion Diesel motor. The possibilities of this revolution- 
ary engine appear most promising in the heavy, crawler- 
type tractors and as a stationary power unit, but the 
development is so new that its commercial potentialities 
must remain for the present somewhat conjectural. 

Another new product is the all- 
crop harvester which is adver- 
tised as the “successor to the 
binder.” This is a small, low- 
cost machine which combines in 
one simple operation the har- 
vesting and threshing of small 
grains, seeds and beans. 

The outlook for the company’s 
industrial machinery and elec- 
trical equipment may be taken as 
identical with the outlook for 
capital goods, for the Allis-Chal- 
mers trade standing is such that 
it can be counted on to get its 
full share of revival in the many 
markets it is equipped to serve. 
Those markets include construc- 
tion, mining, lumbering, utilities, 
railroads, flour milling and many 
manufacturing industries. In 
fact, it is somewhat misleading to 
think of Allis-Chalmers as manu- 
facturer of a line of “stock” prod- 
ucts, for while various of its 
products are standard the com- 
pany is equally an engineering en- 
terprise, equipped to design and 





Principal plant of Allis-Chalmers, West Allis, Wis. 
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Two of Allis-Chalmers fields exempii- 

fied—farm equipment, public utilities, 

Above, low pressure _ rubber-tired 

tractor in operation. Left, test of 

high-voltage transformer for Los 
Angeles. 


make a great variety of heavy 
and costly equipment on contract 
—equipment ranging from a 
steam or hydraulic turbine to a 
complete cement making plant. 
from electric or Diesel-electric ap- 
paratus for locomotives to com- 
plete flour mills, from a steam, 
gas or oil engine to a complete 
smelting and refining plant, from 
electric motors of any size for any 
application to a complete ore 
washing plant, from a_ blower, 
compressor or pump to a com- 
plete crushing plant. 

In fact there are twenty-four 
types of products or activities, a 
full list of which would require more than 100 special- 
ized subdivisions. Suffice it to say that Allis-Chalmers 
products and Allis-Chalmers engineering facilities cover 
a range almost as broad as American industry itself. 
Its business is supplying producer goods—the tools with 
which consumption goods are originated or carried to 
the ultimate buyer. 

Inherently, therefore, this is a “prince and pauper” 
type of enterprise, for when prosperity gives way to 
depression the bottom falls out of the market for pro- 
ducer goods and volume dwindles far more than in con- 
sumption goods, the bulk of which constitute necessities 
of daily life. When the economic cycle turns upward 
again it is first consumption goods and then durable 
consumer goods—such as automobiles—that lead the 
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way, followed eventually by revival in demand for pro- 


> ducer equipment. 


Thus it was that in 1933, while many consumer goods 
companies were feeling a strong upturn in profits, Allis- 


Chalmers had a deficit of $2,893,000 or but a trifle less 


than its 1932 loss; and in the second year of the re- 
covery, 1934, the best it could do was to cut its loss to 
$1,039,000. It was not until 1935, third year of revival, 
that producer goods began to get a significant lift and in 
that year Allis-Chalmers turned the corner with a net 
of $1,985,000, the first profit since 1931. 

With the start of the year now ending the producer 
oods recovery attained an irresistable momentum, en- 
abling Allis-Chalmers to earn profit of $3,580,000 for 
the first nine months of 1936 on a volume of sales al- 
most equal to that of the full year 1929, more than 
double that of 1934 and more than three times that of 
1933, which was low year in billings not only for this 
enterprise but for many other producer goods com- 
panies. 

While this is a very striking recovery, its significance, 
as heretofore indicated, is distorted somewhat by the 
extraordinary gains made in the company’s farm tractor 
business. In heavy utility and industrial equipment 
merely a promising start of recovery has been seen. 
Since the country’s accumulated shortage in capital 
goods and in construction represents a potential market 
of many billions of dollars—some seers put it at $20,- 
(00,000,000 to $25,000,000,000—recovery 
in Allis-Chalmers’ non-agricultural busi- = 





mill and mining machinery and of Corliss engines. 

In 1901 it became the Allis-Chalmers Company 
through merger of three other corporations: namely, the 
Fraser and Chalmers Company, of Chicago, makers of 
mining and metallurgical machinery, pumps and air 
compressors; the Gates Iron Works, also of Chicago, 
manufacturers of rock crushing, cement and mining ma- 
chinery; and the Dickson Manufacturing Company, of 
Scranton, Pa., makers of Corliss engines and special 
machinery. In 1904 the new company took over the 
Bullock Electric Manufacturing Company of Cincinnati. 

Unfortunately the expansion thus set in motion out- 
ran growth in financial strength, with the result that the 
enterprise had to go through reorganization in 1913, 
emerging as the present Allis-Chalmers Manufacturing 
Company. That now ancient misfortune may be readily 
forgiven, for many good companies have had _ their 
troubles and learned some valuable lessons therefrom. 
Westinghouse went through the wringer in 1907, but 
thereafter managed to build up enough surplus fat to 
stand it in good stead in lean periods. So did Allis- 
Chalmers, although, even in proportion to its size, it 
cannot be said that it rebuilt its balance sheet quite as 
solidly as did the larger Westinghouse. For example, 
the intangible item of good will and patents is still car- 
ried at $11,557,000, although it has been somewhat re- 
duced in recent years; while Westinghouse values in- 
tangibles at $7. (Please turn to page 324) 





ness has a long, long way to go. 

It is because large potentialities re- 
main to be realized that the stock com- 
mands a price of 75, though this is 26 
times probable 1936 net per share and 
although the company’s present annual 
dividend rate is only $1.50, affording a 
current yield of only two per cent. It is 
quite possible that before this analysis is 
read an extra dividend may have been 


uw 
declared, since earnings for the year a 
probably will approximate $2.82 per |[° 
share or $1.32 per share in excess of [[ 3 
present dividend rate and to that extent |[ 
liable to the Federal undistributed | . 
© 
= 


profits tax. 

For comparison, General Electric is 
quoted at about 39 times probable 1936 
net per share and Westinghouse Electric 
& Manufacturing at from 27 to 28 times 
estimated earnings. In these two 
equities, and notably so in the case of 
General Electric, a premium is placed 
upon size, financial strength and general 
investment popularity. 

The Allis-Chalmers enterprise dates 
back to 1847, in which year Edward P. 
Allis moved from the East to Milwau- 
kee seeking, near the heart of the flour 
milling industry, a promising location 
for a shop making mill stones. From 
that modest start the Edward P. Allis 
Company developed into a_ leading 
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Advantages and Pitfalls in 
Corporate Reorganizations 


What the Investor Must Watch 


BY ARTHUR 


Mas. a corporate ship, battered by the storms of 


depression, ultimately limped into the drydock of re- 
ceivership. The work of salvaging, ordinarily a long 
drawn-out job, was speeded up by section 77-B of the 
Bankruptcy Act and during the past year an increasing 
number of these craft have again been declared sea- 
worthy. Eager to take advantage of favorable trade 
winds, they have embarked on new voyages headed for 
harbors promising profits and dividends. 

Other companies more fortunate in their ability to 
keep financially afloat during the trying years of depres- 
sion, later found their progress, at least from the view- 
point of their common stockholders, being retarded by 
the barnacles of accumulated preferred dividends. A con- 
siderable number of such companies have since rid them- 
selves of this obstacle by readjusting their capitalization 
in such a manner as to discharge all back dividends to 
preferred stockholders and thereby leave the way clear 
for the resumption of payments to common stockholders 
whenever earnings permitted. 

The mere act of a company emerging from receiver- 
ship is, of course, attended by constructive implications, 
the assumption being that a company is more or less at a 
competitive disadvantage so long as the pall of bank- 
ruptcy hangs over it. Moreover, it is to be further 
assumed that with the discharge of the receiver, a com- 
pany’s affairs have undergone definite improvement, 
permitting the formula- 


M. RAYFIELD 


panies are without merit but to emphasize the point that 
they should be subjected to careful analysis involving 
consideration of factors not normally present. As a mat- 
ter of fact, securities of reorganized companies may well 
offer an exceptionally profitable investment opportunity. 
Some of our strongest railroads and industrial corpora- 
tions were at one time compelled to adjust capital struc- 
tures through recourse to receivership, an event which 
subsequently proved to be the first in a long history of 
profitable operations and investment strength. These 
are not isolated exceptions but are outstanding examples 
of what may be accomplished by a realistic and thorough- 
going reorganization. 

Thus, the poner will doubtless gather that before the 
securities of a reorganized company can be adjudged 
worthy of seine consideration it is necessary to 
determine whether or not the reorganization corrected 
the factors responsible for the company’s previous diffi- 
culties—and corrected them sufficiently to preclude their 
recurrence early in the next general business slump. To 
do this it is important that the investor examine care- 
fully the causes leading to the receivership. 

Without doubt the most frequent cause of receiver- 
ship is the inability of a company to meet its capital and 
contractural obligations out of diminishing earnings. 
Lower earnings may so weaken a company’s credit that 
its ability to borrow becomes seriously impaired and 

general creditors may ap- 








tion of a plan of reorgani- 
zation acceptable to 
everyone concerned — or 
at least to two-thirds 

all classes of creditors as 
provided by section 77-B. 


Capitalization 
Prior to Reorganization 
Col. Fuel & Iron 


To go further, however, Gen. Mtge. 5s, 19:3... $4,500,000 
and assume solely on the Col. Industrial 1st 5s, 1934 27,633,009 
8% Preferred (100 Par)... 20,000 shs. 


strength of these develop- 
ments that the company’s 
securities are worthy in- 
vestments would be very 
unwise. 


Common Stock. ......... 340,505 shs. 


Comment: 


capitalization bears a closer relati 


Colorado Fuel & Iron, Inc. 


Plan «ffected a drastic reduction in fixed charges by paring funded debt 
and placing new bonds on a contingency basis. 
tled in part by issuance of new common stock, while preferred and common stockholders 
were given warrants, good until 1950, to purchase common stoc*, at $35 a share. New 


ply for a receivership to 


protect their interests. 
Also during the depres- 
sion years, there were 


Capitalization : 
numerous instances where 


enterprises were seriously 
handicapped in their ef- 
forts to cope with re- 
stricted volume and earn- 
ings because either the 
nature of the business or 
managerial weakness 
precluded sufficient elas- 


After Reorganization 
Col. Fuel & Iron 
Gen. Mtge. 5s, 1943 
Inc. Mtge. 5s,1970..... 
Common Stock. ....... 


$4,500,000 
11,053,200 
552,660 shs. 
Warrants to Purchase 


Common Stock....... 315,379 shs. 
Claims of junior bondholders were set- a 


y's normal earning power, and the stock 





This is not to imply 
that the securities of re- 
cently reorganized com- 


and common stockholders. 


p to 
purchase warrants, already valuable, may in the long run adeq ly « 


ticity to reduce overhead 
and otherwise retrench 
and economize. 


p te preferred 
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During a period of re- 
ceivership it is, of course, 
possible to make many 


Paramount Pictures, Inc. 


might be all right if one’s 
powers of prophecy were 
infallible but for the real- 


internal adjustments in Coates dintidlias istic investor too many 
the affairs of a company Prior to Reorganization After Reorganization contingencies are in- 
which could not be ac- Funded Debt...... $25,190,000 Funded Debt................. $24,998,182 volved. Maybe the com- 
complished otherwise and = Miss. & Subs, Obl_—75,474,703 — Miges. & Subs. ObI............ 20,307,677 = nany did earn $5 a share 
m this manner the re- Common Stock. ... 3,220,903 shs. 6% Conv. 1st Pld. (Par$100).... 249,982 shs. back in 1929, but that is 
iver ta Mee De PR eee ese etrteer sees ae ia “4 no guarantee that it will 


the enterprise of much 
deadwood, negotiate new 
contracts and revamp 


Comment: Total claims against the company aggregated $300,000,000 and in reorgani- 
zation were reduced to 20% of that figure, end settled on the basis of one-half in new 6% 
debentures and one-half in 1st preferred stock. 


rt 


do as well again and any 
plan of reorganization 


Old common stockholders received one- , , he inves 
© oedditicned meade sheceeg one- =e worthy of the investors 





5 quarter share new stock and a warrant to 
operations on a_ broad 


scale wherever necessary. 
Withal, however, the 
most that a receiver may 


ten shares of second preferred. 


fifth share 2nd preferred. The equity of old common stockholders was halved, but retention 
of proportionate equity was made possible by exercise of stock purchase warrant. Common 
stockholders have received no return but dividends on 2nd preferred shares are cumulative 
from Jan. 1,1935. The latter is also convertible into common on basis of nine shares for each 
The first preferred is also convertible and potentially the 
company may have only a single class of stock outstanding. 


support should be con- 
ceived strictly on the 
basis of what the com- 
pany might reasonably do 
under normal conditions, 





accomplish is to place a 
company in a_ position 
once again to stand on its own feet. Whether it succeeds 
in doing so to the complete satisfaction of its security 
owners is something else again. The investor con- 
templating the purchase of the securities of a reorganized 
company should remember that in every industry there 
isa group of so-called marginal units—companies which 
may display fair earning power during boom periods but 
which lack the competitive stamina, managerial talent, 
or what have you, to carry them through a depression. 
The next depression always finds a goodly number of 
these companies either seeking the protection of the 
bankruptcy courts or barely struggling along on a hand 
to mouth basis. Some will fade out entirely. Receiver- 
ship adjustments will add little or nothing to a com- 
pany’s industrial stature. Either a company has it or 
may acquire it by skillful management, if it has a rea- 
sonable standing in a basic industry. 

Examination of a company’s past record should en- 
able the investor to satisfy himself as to whether or not 
the enterprise is of sufficient importance in its own right 
to justify further consideration of its securities. If the 
conclusions to be logically drawn from such an examina- 
tion are not particularly promising, there is no further 
need to proceed with an analysis of the reorganization. 
A receivership may eliminate internal difficulties and a 
reorganization may adjust an unwieldy capitalization, 
but neither can change a company from one with an in- 
different record of earnings into one having dynamic 
possibilities. 


Realistic Attitude Essential 


Another important consideration in connection with 
the securities of recently reorganized companies, is the 
extent to which the new capitalization tends to capital- 
ize potentialities. In other words, does the new capital 
structure appear to be well balanced in relation to the 
company’s more immediate earning power, or does it sug- 
gest that considerable dependence has been placed upon 
what the company might do at some time in the future? 
It is a simple matter to assume that 7f business is good, 
‘f the company is successful in getting a substantial 
share of it. and if net reaches a certain level, say $1,000,- 
000, then interest charges will be covered better than 
three times, preferred dividends will be earned by a good 
margin and the common will earn $1.50 a share. That 
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not what it might do in a 
boom. Reorganization managers have resources at their 
disposal for-ascertaining with considerable accuracy what 
may be expected of an enterprise over the near term and 
this should rightly be the principal consideration in 
formulating the reorganization. Otherwise, the chances 
are that one class of security holders will be favored at 
the expense of another. 

Although much which has been said here would appear 
primarily to concern the prospective investor in the 
securities of a reorganized company, the position of the 
investor already holding the securities of such companies 
is practically the same. Whether or not he is justified in 
retaiing his interest would depend upon precisely the 
same factors which would either support or reject the 
securities for new commitments. The same is also largely 
true in the case of investor holding the securities of 
company still in receivership. With improving business 
enhancing the prospects for a definite plan of reorganiza- 
tion, better judgment would seem to indicate the advis- 
ability of awaiting such a plan before deciding whether 
or not they would prefer to go along with the plan or sell 
their holdings, depending upon the various factors which 
have been discussed here. 


Some Recent Reorganizations 


Practical examples of these factors are afforded by 
several companies which have emerged from receiver- 
ship during the past two years. The reorganization of 
Colorado Fuel & Iron, Inc., was completed on July 1, 
last under a plan in which ample opportunity was given 
the company to regain its earning power without being 
burdened with fixed charges. As the largest manufac- 
turer of heavy steel products serving the West Coast, 
the company’s industrial position was thoroughly estab- 
lished although subject to wide fluctuations in earnings. 
As the depression deepened, earnings fell far short of 
covering fixed charges and continued interest payments 
could not be met out of working capital without jeopar- 
dizing its position as a going concern. In the reorganiza- 
tion. funded debt was reduced from $32,100,000 to $15,- 
540,000 and fixed charges were cut to $224,000 from 
about $1,600,000. Interest on some $11,000,000 of 
funded debt will be paid only to the extent earned and at 
the discretion of directors up to March 1, 1938. Earned 
interest during this period (Please turn to page 322) 


287 











Oils On the Upmove 


BY GEORGE L. 


; wn oil industry may start 
1937 with the advantage of an 
increase of more than 15 per 
cent in crude oil prices. This 
possibility is foreshadowed by 
the recent action of Continen- 
tal Oil and Barnsdall Oil in ad- 
vancing the price of Mid-con- 
tinent 36 gravity crude from 
$1.10 a barrel to $1.27, effec- 
tive January 4. The fact the 
higher prices are predicated 
upon a strong statistical base 
for the industry as a whole is 
not only highly important in 
itself but would seem to assure 
uniform increases by other 
leading producers, as_ well. 
The effect upon oil company 
earnings may well produce conspicuous gains through- 
out the industry. 

The writer is well aware of the hazards attending any 
attempt to forecast the prospects for the oil industry 
more than a few months ahead. The oil industry has a 
disconcerting habit of confounding its proponents, and 
usually at a time when it is least expected. Neverthe- 
less, in the present circumstances there appears to be 
considerable basis for optimism. 

Consumption of refined products, notably, gasoline 
and fuel oil, has been of record proportions during the 
past year. With production of crude restricted by ad- 
herence to allowables in most of the oil states, demand 
has resulted in a substantial depletion of storage stocks 
of crude. At the beginning of December, stocks of crude 
oil, amounting to about 289,000,000 barrels, were the 
lowest in fifteen years and equal to only 98 days’ supply 
as compared with 115 days’ supply at the same time 
last year. 

Further indicative of the marked increase in consump- 


Nesmith Photo 
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tion is the fact that the de- 
cline in crude reserves has oc- 
curred during a time when new 
drilling activity was the great- 
est in the history of the indus- 
try. Moreover it has been 
estimated that some 90 per 
cent of crude reserves are 
owned by twelve major com- 
panies, with the result that the 
smaller companies are practi- 
cally without supplies and 
must meet their requirements 
on a hand-to-mouth basis. 

All of which leads to the be- 
lief that even in the event that 
state allowables are raised to 
conform more nearly with 
crude consumption, a_ likely 
possibility, higher prices would be justified. In order, 
however, that consumption may not be discouraged, it 
is possible that a general advance in prices may be post- 
poned beyond the date announced by Continental and 
Barnsdall, in order that both crude and refined products 
may be advanced as consumption of gasoline approaches 
the season of greatest demand. Of course, for a gen- 
eral price rise to be sustained, it is necessary that effec- 
tive control of production be continued, but in the light 
of the experience of the past year, the probabilities are 
that the industry will maintain co-operative adherence 
to proration schedules. 


Larger Winter Consumption 


During the Fall months some concern was manifested 
over the large stocks of gasoline on hand at a time when 
consumption of motor fuel was tapering off. The situa- 
tion with respect to stocks of refined products has un- 
dergone a salutary change in recent years, reflecting two 
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principal developments: a substantial in- 
crease in the use of oil burners and fuel oil 
and a more sustained demand for gasoline 
throughout the winter months. In the 
summer of 1935 gasoline consumption regis- 
tered a gain of 17 per cent from the low level 
of 1932. Last Winter, however, consump- 
tion gained 23 per cent from the Winter of 
1932-1933. For the same periods fuel oil 
consumption increased 20 per cent in the 
Summer months and 30 per cent in the Win- 
ter. During the past year installations of 
new oil burners gained 50 per cent, presag- 
ing a relative gain in fuel oil consumption 
this Winter. 

Asa result, gasoline stocks in storage may 
be expected to increase substantially in the 
months ahead. Current stocks amounting 
to 57.700,000 barrels are about 5,000,000 
more than a year ago, with the largest in- 
crease concentrated in California. By next 
Spring, it is probable that gasoline stocks 
will have risen some 15,000,000 barrels to 
around 73,000,000. With gasoline consump- 
tion likely to record further gains next vear, however, 
such a quantity in storage should be absorbed without 
difficulty. 

Increasing stability of consumption, higher prices and 
effective handling of production activities present a com- 
bination which should spell a very profitable year for 
the oil industry. Recognition of this favorable prospect, 
however, does not appear to have been accorded full 
attention marketwise by the shares of representative 
companies. Such companies as Barnsdall, Amerada 
and Plymouth whose activities are concerned mainly 
with the production of crude oil would be materially 
benefited by higher prices. Higher prices should like- 
wise be reflected favorably in the earnings of the large 
integrated units such as Standard of New Jersey, Stand- 
ard of Indiana, Tide Water Associated, Shell Union, 
Sun, Pure, Texas, Phillips and Continental. Several of 
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Opening Valve of an Oil Storage Tank 
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Courtesy Standard Oil Co. of N. J. 


New Esso Service Station in Brookline, Mass. 


these companies were discussed in recent issues of THE 
MaGazINE OF WALL Street and, without prejudice to 
any of them, several others have been selected for 
detailed comment here. 

The shares of Standard of New Jersey constitute one 
of the most conservative media for investment participa- 
tion in the oil industry, a rating adequately supported 
by the company’s position as one of the world’s foremost 
industrial organizations, its extensive ramifications in 
the oil industry, embracing every important phase both 
in the United States and abroad. and its past record of 
earnings and financial strength. The company is cred- 
ited with owning the largest crude oil reserves and other 
activities such as refining, pipe line transportation, mar- 
keting and the manufacture and retailing of by-products 
are on a comparable scale. Included among its sub- 
sidiaries are such companies as Humble Oil & Refining, 
Imperial Oil and Creole Petroleum, all important 
units in their own right. 

In 1935, on a gross volume of more than $1,076,- 
(00,000, the largest since 1932, the company earned 
$62,863,192, the best showing by a _ considerable 
margin since 1929. Applied to the 25,856,081 shares 
of capital stock, net last year was equal to $2.43 a 
share. Interim reports are not made available, but 
favored by the better conditions generally through- 
out the oil industry this vear, earnings may exceed 
$4 a share for the stock. The fact that oil com- 
panies may make substantial write-offs for deple- 
tion and intangible drilling costs before arriving at 
the amount subject to surplus profits tax suggests 
that reported earnings will be a most conservative 
indication of the company’s earning power. This is 
further suggested by the fact that subsidiary earn- 
ings are reflected only to the extent of dividends 
paid. Including the recent extra of 75 cents, divi- 
dends paid by the company this vear aggregated 
$2 a share. 

Like many other oil companies, Standard of New 
Jersey has strengthened its retail division by grad- 
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usually withdrawing from actual ownership of service 
stations. More than 80 per cent of the company’s 
retail outlets have been sold or leased, a policy which 
should be effective in eliminating recurring price wars 
which have disrupted the industry from time to time 
in the past. 

Recently quoted at 66, the shares of Standard of New 
Jersey are conservatively appraised and offer a vield of 
3 per cent on the basis of 


ducers, the company’s own output having been curbed 
by reduced allowables. Refinery activities have also 
been more costly, the company having closed some of 
its own refineries in preparation for repairs and expan- 
sion. Expenditures for improved refining facilities have 

been in the neighborhood of $4,000,000 this year. 
As a unit, Pure Oil is a thoroughly rounded organiza- 
tion, represented in all phases of the oil industry. Par. 
ticularly important is the 





1936 dividends. Viewed 
from any angle, the shares 
would seem to offer an at- 
tractive investment oppor- 
tunity. 


Favorably Situated 
Oil Companies 


possession of large crude oil 
reserves, estimated to be 
between 300 and 400 million 
barrels. This huge oil sup- 
ply is carried at a very con- 





Contrasting with the ma- Bouin one Mave Mies Seer. Gea 20 Servative figure in the com- 
jority of oil units, Plymouth Company 1935 1936 = Hish Low Price 1936 = =pany’s books, representing 
Oil is a comparatively smal] 5«msdall....-..--.-. iad 0.760 621% 614% 21 = =—0.80 a sizable “hidden” equity for 
company engaged almost AmereadaCorp....... 1.60 1.78 125% 75 100 2.00 the stockholders. During 
exclusively in the produc- Plymouth Oil........ 0.51 1.21 23% 11% 23 0.90 the past year, the company 
tion of crude oil and devel- Tide Water Assoc..... 0.53 0.99 215% 14% 20 0.70 reduced its outstanding 44 
opment of oil properties. shell Union.......... 0.21 1.14 28 14%, 27 0.25 per cent notes from $32,000, 
The company owns leases in Continental... 1.19 1.72 40% 28% 39 1.50 000 to $28,500,000, funds for 
various oil fields, of which texas Corp........... See Tout 50% 28% 50 en which were largely provided 
the most important are in phitip, — -_— -~. as 8 on by the exercise of attached 
Texas. Last year the com- Standard OU 3) ane “a 3% és ints warrants permitting holders 
pany discovered the new to purchase 30 shares of 
“Plymouth ae ee PR ee ceseco See Text 247% 16 19 None common stock at $15 a 
Paice Cotaty, Temsend “OO ed 1,00" share. 

Standard Oillindiana.. 0.87(a) 1.45(a) 4514 32% 44 2.40 Although recent earnings 


active development of this 
field during the past year 
has contributed | substan- 


NF—Not available. 


(a)—1st 6 mos. 


*—Plus 6% in stock. . 
iis acini would permit the resump- 


tion of dividends on _ the 





tially to the enlargement of 

earning power. Net income for the nine months to 
September 30, last totaled $1,266,199, equal to $1.21 a 
share on the 1,050,000 shares of capital stock. On the 
strength of this showing, the company’s earnings for the 
full year may not fall far short of $2 a share, which 
would be the best results since 1930. Last year net was 
equal to 70 cents a share. Latest reports indicate Ply- 
mouth to be producing about 425,000 barrels monthly, 
some 20,000 more than the output earlier in the year. 
With the benefit of sustained output and higher prices 
next year a further important gain in earnings appears 
to be practically assured. Dividends this year aggre- 
gated 90 cents a share. The present quarterly rate is 
25 cents. While the company’s shares must be rated 
speculatively, at 22 they may be credited with a fair 
income return and interesting possibilities for price ap- 
preciation. 


Pure Oil Has Large Reserves 


Recent estimates indicate earnings between $1.90 and 
$2 a share on the common stock of Pure Oil Co., this 
year. These results, which would be practically the 
same as shown in 1935, are better than indicated by a 
simple comparison. As result of the increased number 
of preferred shares outstanding, following the elimina- 
tion of all accumulated dividends earlier in the year, 
preferred dividend requirements will be larger. Com- 
mon stock outstanding likewise will be increased through 
the exercise of warrants attached to the 444 per cent 
notes. Costs may be relatively larger this year owing 
to the necessity of purchasing crude from other pro- 
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common, action may be de- 
ferred to provide the company with sufficient funds to 
complete its plans for expansion and rehabilitation. The 
shares, although frankly speculative, may be conceded 
longer term merit and are one of the better of the low- 
priced issues. 


Texas—Largest Independent 


Texas Corp. is the largest of the independent oil com- 
panies. The company produces its own oil and engages 
in every step which brings petroleum products to the 
The company’s resources at the end of 1935 
Property ac- 


market. 
aggregated nearly half-a-billion dollars. 
count included ownership of 776,000 acres of land, an- 
other 6,000,000 acres leased and some 800,000 in foreign 
countries, not including a one-third interest in the val- 
uable Barco concession in Colombia acquired this year. 
A comprehensive transportation system, including pipe 
lines and tankers transport the company’s production 
to one of its twenty-three refineries. Last year Texas 
purchased about 30,000,000 more barrels of crude for 
refining than it produced. Its marketing organization 
is national in scope, the largest of its kind, and most of 
the company’s 350 petroleum products are marketed 
both in the United States and many foreign countries. 

As might be expected of a company of this size, finan- 
cial position is excellent. Since August, 1935, funded 
debt has been reduced $40,500,000 to $60,000,000, the 
latter being comprised entirely of 314 per cent deben- 
tures, due 1951. Profits last year were equivalent to 
$1.83 a share on 9,340,069 shares of capital stock. This 
year the company earned (Please turn to page 323) 
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I. the business world the professional “hand-holder” is asked to see that its own recommendations were carried 
not to be taken lightly. Stone & Webster, Inc.. has been out? The business grew to the extent that it required 
playing such a role for more than forty years. Called in large permanent engineering and supervisory depart- 
by a businessman, the company will take him by the ments. Then came the day that Stone & Webster began 
2 hand and show him how, and where, he can make im- to take an actual interest in the properties they were 

provements. It will draw up plans for a new plant—any asked to rehabilitate. Earning power and financial con- 
kind of plant from a public utility to a chemical plant, dition established, such interests were often sold at great 





ne a new process, or other expansion or reconstruction, profit. The company has grown until it is now a four- 
tie This business is always taken on a “cost-plus” basis, hundred-million dollar organization, involving public 
ra avoiding thereby the trouble with which out-and-out utility ownership and supervision, the underwriting of 
we contractors are so frequently confronted. Before work securities, and engineering activities of a dozen dif- 
The starts, possibly financing will have to be done and this, ferent kinds. 
led too, Stone & Webster is in a position to arrange. Having Although the various divisions of the business have 
as obtained the funds. erected the 
plant, Stone & Webster will get 
it going and overlook its opera- 
tions as long as might be neces- 
sary. 
was This may seem a fairly tall 
ae order for one company and un- 
eg questionably the business is 
135 complex. However, it has all 
te developed quite logically: the 
story of Stone & Webster, Inc., 
re is a story of a corporate evolu- 
et tion as remarkable as any. A 
a simple partnership — between 
ah two young engineers in the gay 
nineties drifted gradually to- 
vr wards specialization in public 
* utilities. In those days the lat- 
ve ter Was a new and rapidly 
of growing industry. Plants were 
d small, unbelievably scattered 
and not infrequently they 
we gasped for breath in an atmos- 
‘d Phere of financial chaos. At 
“i first, called in to survey and wg sll : . 
“ report upon particularly dire _—— Se We —_— 2 Dae 
a situations, what more natural 1 ne : We ae hae 
is than there should come a time 1936 Boiler Room Extension Designed and Now Being Constructed by Stone & Webster 


when the partnership was Engineering Corporation for the Monsanto Chemical Company, Monsanto, Iil. 


291 





” DECEMBER 19, 1936 











developed one from another in a logical manner, they are 
no longer interdependent in the sense that the prospect 
for one is the prospect for all. The various divisions 
have become too big for this to be true and a picture of 
Stone & Webster as currently constituted can only be 
obtained by separate discussion and separate appraisal. 
Such a breakdown is made the easier because the com- 
pany follows the commendable policy of letting stock- 
holders know in reasonable detail how the business 
stands. Such an attitude is less exceptional than it was 
a few years ago, but there are still companies, despite 
the efforts of the Securities and Exchange Commission 
which hold to the view that a company’s business is’ its 
own, rather than the business of the owners. 

A share in Stone & Webster, Inc. stands first of all 


for a stake in Engineers Public Service Co. The 
latter, whose common stock is more than ninety 
per cent owned by Stone & Webster, is a_ public 


utility holding company whose subsidiaries are scat- 
tered from one end of the country to the other. It 
is not, in other words, an integrated system and there is 
no reason for not admitting frankly that on the face of 
it Engineers Public Service seems quite vulnerable to the 
Public Utility Holding Co. Act, the matter of whose 
constitutionality is now weaving a devious way through 
the courts. The Sierra Pacific Electric Co., much 
smaller than Engineers, about ninety-five per cent of 
whose common stock is owned by Stone & Webster is 
also a public utility holding company: seat of operations 
is in western Nevada and eastern California. 

In the present atmosphere of political uncertainty one 
cannot do more in connection with public utility holding 
companies than to consider the alternatives: if the law 
as it exists today is found constitutional and enforced, it 
will probably damage the investment value of Engineers 
Public Service very severely. In this case, however, it 
is much more an Engineers Public Service problem than 
it is a Stone & Webster problem, for the latter could 
merely distribute its “Engineers” investment to its own 
stockholders and, thus, move itself out of the category 
of holding company. Whether the stock of “Engineers” 
so distributed would be worth considerable, or little, 
would depend upon how this company was able to meet 
its own problems. “Engineers,” however, is the better 
situated in that it has no funded debt nor bank loans 
and, unlike other public 


fied. In this case there is the possibility that Stone 
& Webster will do very well out of its investment in “Ep. 
gineers,” for economically everything is on the side of 
the utilities today. “Engineers” has felt the improve. 
ment already: net income for the twelve months to Qc. 
tober 31, last, was equivalent after all charges and de- 
ductions to $6.91 on the combined $5, $5.50, and $6 pre- 
ferreds outstanding, compared with $2.82 a share on the 
combined preferreds in the corresponding previous per- 
iod. As of October 1, last, dividends accumulated on the 
three preferreds aggregated just short of $3,000,000. 
“Engineers” has paid on its preferreds this year double 
the nominal rates and, although this was done partly 
out of the proceeds from the sale of investments, the 
present accumulations do not appear to be a particularly 
formidable obstacle. Continuance of the present upward 
trend in net income and next year might well see them 
all cleared away and the common in line for dividends— 

barring, of course, adverse political developments. 
Let us turn now to Stone & Webster’s other activities: 
here the picture is much clearer and quite bright. The 
uncompleted business on the books of the engineering 
division at the present time is not far from $20,000,000, 
or roughly double what it was twelve months ago. There 
are several interesting points about this division, of 
which the following are the more important: engineering 
personnel was held together during the lean years of 
depression to a much greater extent than was generally 
practiced. Now that industrial construction work is 
picking up so markedly, Stone & Webster’s engincering 
subsidiary seems to have a tremendous advantage over 
competitors who are struggling to obtain business witha 
new staff, inexperienced in working together. Nor must 
it be thought that Stone & Webster depends upon its 
own affiliates for construction contracts; this is, and 
over the years always has been, the smaller part of the 
business. The diversified nature of the work may be 
realized from the fact that it was Stone & Webster which 
erected Mathieson Alkali’s new seven-and-a-half million 
dollar Louisiana plant, that it is the same company 
which is now working on an extension to Monsanto 
Chemical’s plant at Monsanto, Illinois, and that the 
contracts recently announced included a generating sta- 
tion in New York and a sulphate pulp mill in Georgia. 
Also to be remarked is that twenty million dol- 
lars’ worth of work in 








utility holding companies, 
dissolution difficulties 
would center around the 
proportion of the assets to 
be distributed to preferred 
and common stockholders, 
rather than around the 
claims of a dozen different 
kinds of creditors. 

This is to look upon the 
situation at its worst: 
there is the alternative 
that the Public Utility 
Holding Company Act will 
be found largely unconsti- 
tutional, or at any rate 
that its more destructive 
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progress is no great shakes 
for Stone & Webster, com- 
pared with past standards 
of more than four times as 
much. However, past rec- 
ords are likely to stand for 
a while for the reason that 
they included big and ex- 
pensive hydro-electric pro- 
jects and the Federal Gov- 
ernment seems to be doing 
the major part of what 
there is to be done in this 
line: even so, the present 
level of unfinished business 
is low enough to indicate 
that the recent improve- 
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provisions will be modi- 


(Please turn to page 319) 
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Textile Activity and Profits Up 


BY MALCOLM PRENTICE 


Tee textile industry is about to close its best year since 


+ 1929. According to the Textile World’s index of mill 


activity. production for the first nine months of 1936 was 
17 per cent ahead of the corresponding previous period. 
Contrary to expectations activity in cotton goods has 
long held above “normal” levels. Prices vary from dis- 
tinctly firm to considerably improved. The betterment 
has been remarkably general and, although there are 
till companies operating in the “red,” it is safe to say 
that there is hardly an organization in the textile field 
that has not felt in some way the present surge of 
recovery. 

While textiles are notorious for a short cycle, the gen- 


eral improvement in business and purchasing power 
justify a position of some optimism in regard to the 
future. The present pronounced drift in the industry 
toward self-regulation and the elimination of practices 
that have made in the past both for unsatisfactory 
profits and undesirable social standards is constructive. 
Such self-regulation may ward off governmental regu- 
lation along the lines of N R A. In spite of the im- 
proved prospect, however, the investor should continue 
to appraise textile securities conservatively on the 
basis of earning power: it is an industry to be watched 
closely at all times, for past experience demonstrates 
that the picture can change with startling rapidity. 





Among the Leading Textile Companies 








Earned per Share————._ Recent 


























































































































Company 1st 9 mos. 1935 1st 9 mos. 1936 Price COMMENTS 

DS cio ees chs ad dees ees $1.46a $0.87a 27 Low-cost cotton and rayon hosiery manufacturer meets kee tition from 

goods. Despite this, however, the 50-cent dividend deauoea in October was geno the 
- previous quarterly declaration. 

American Woolen................0- Nil a Nil a 10 Prices of wool and worsted goods have been raised substantially since the py: spring 
season. Company's past earnings record, however, is exceedingly poor and the fact that 
more than $60 a share has accumulated on the preferred makes the common nothing but the 
most radical of speculations. 

Belding Heminway.................. 0.87 0.88 13 A leading manufacturer of silk thread. Also deals in other textile products. Regular 
quarterly dividend of 25 cents has just been declared. 

Botany Cons. Mills................. NF NF 4 On November 30 the Master's report on reorganization plan was confirmed by court. 

ee 3.316 4.00¢ 63 Main line consists of eee. others include sheetings and blankets. Doing better. The $2- 

da dividend d din was double the October payment. 

0 SSE ee ae ee ee 1.996 0.86a 28 Was affected recently by serious strike, although an accord is now reported reached. 

So ee 0.34 0.77 10 Leading d ti fact of ri*bon has been hit by the drift away from this ma- 
terial in women's clothing and for dressing hair. However there has been considerable 

- recent improvement. 

Collins & Aikman. ..............0.. 2.75d 3.91d 61 Manufact' tomobile fabrics has been a i d car output. Plans 
to substitute $ convertible preferred for me $7 acl 

NA cee A, 1.01e 1.02e 15 Silk and rayon fabrics. Company's business believed to be moderately improved. 

Gotham Silk Mutu. hive ant aecaeny Nil 0.14 13 Full-fashioned hosiery. As of 11.2.36 arrears of $4 on the preferred. This needs to be 
liquidated before can receive anything. 

Industrial Rayon... 2.2.0... eee eee 0.69 1.52 39 If it were not that a big expansion in plant was planned, an increase in the present regular 

a annual dividend of $1.68 would seem certain. 

Mallinson, H.R. R. & Co. STAGES a ee NF NF Main line is silk fabrics. In process of reorganization under 77 b. 

MOINES soa eal oe enc ova au. sac def a 0.15a 47 Cotton and worsted fabrics. Dividends just resumed with the declaration of $1 ashare. May 

a show earnings as high as $5 a share this year. 

Pepperell Mig... Pike mt Shin wea sus def f 11.53! 149 Ma ufacstures a broad line of well-known cotton goods. Special dividend of $5 a share 

ae just declared by the company, 

Powdrell & Alexander............... 0.23a 0.59a 12 Window curtain fabrics. Directors to meet shortly to consider declaration of a year-end 

eee extra. Regular annual rate is 60 cents. 

Stock, S. & Ce... a ee ee 1.62 1.85 28 Pog camel hair, wool and alpaca fabrics. Last quarterly dividend 75 cents; increased from 

cents, 

ee ——s a eee A ee 

Tubize Chatillon... vittettet tees: Bia, ‘Nile ___NF 12 Doing better and the arrears on the two preferreds was recently cut in half. 

United Piece Dye \ Weiks. Sanniaee Oe defb NF Dyes, prints and finishes silk, rayon and mixed fabrics. Has been hard hit in late years, 


However, New Jersey plants, long shut down, were reopened a few weeks ago. 





a—Six months. b—Year 1935. c¢—Estimated for 1936. d—Six months to Aug. 31. 


e—Year to May 31. f—Yearto June 30. NF—Not available. 
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American Telephone & Telegraph 


The recent announcement that the 
American Telephone & Telegraph 
Co. had made a further rate cut 
which will amount to some $12,000,- 
000 annually had little effect on the 
company’s stock. It seems that 
good news offset the bad, for shortly 
after the announced rate reduction 
it was learned that the Bell System 
gained 76,300 stations in November, 
compared with a gain of 53,300 in 
the same month of the previous 
year. For the first eleven months of 
this year the net gain in stations 
totals 795,800, against 413,300 in the 
first eleven months of 1935. More- 
over, American Telephone’s new de- 
benture 314s which were brought 
out on December 2 went exception- 
ally well, thereby lending weight to 
the belief that the company will be 
able to effect further savings by re- 
funding operations. The combina- 
tion of a gain in stations and less- 
ened interest charges, to say nothing 
of the probability that the rate 
reductions will stimulate business, 
should make the company forget 
quickly its most recent reduction in 
prices. 


* * * 


Paint Oils Boom 


Linseed, tung and perilla oils are 
known as drying oils and find by far 
their most important outlet in the 
paint and varnish trades. The De- 
partment of Commerce makes regu- 
lar reports upon the production of 
these oils and such reports afford an 
excellent indication of how things 
are going with the paint companies. 
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For Profit and Income 








This year, output has been at record 
levels, showing a vastly increased 
demand on the part of paint manu- 
facturers. Curiously, however, fol- 
lowing a big spurt a year or two ago, 
the stocks of paint companies have 
lately done comparatively little mar- 
ketwise. In view of the funda- 
mental state of the business, it would 
be not unreasonable to expect them 
to take a new lease on life within 
the near future. Sherwin-Williams, 
National Lead, Devoe & Raynolds 
and Pratt & Lambert are among the 
paint companies that might be 
examined for investment opportuni- 
ties. Then there are the companies 


allied to paint such as Archer- 
Daniels- Midland and _ Spencer 
Kellogg. 

* * * 


Can Companies 


Although there are no signs that 
the usage of cans will do other than 
continue upwards as it has for years, 
the market’s internal condition ap- 
pears to be less serene than it once 
was. It seems that American Can, 
Continental Can and McKeesport 
Tin Plate are no longer to have it 
all their own way. Competition 
from Crown Cork and Seal and 
Owens-Illinois has increased the un- 
certainty of the future. Then there 
is the matter of the Robinson-Pat- 
man Act, which has called for some 
revision of contracts for packers’ 
cans and has resulted in a reduction 
of profit margins. Although the big 
can companies undoubtedly will 
continue to make money and large 
distributions to their stockholders, 


it is also true that an element of 
uncertainty has been injected into 
the business. Developments wil 
well bear watching closely. 


* * * 


Favorable Outlook for 
Freight Surcharge 


A successful issue of the oral argu- 
ments beginning December 10 fora 
temporary continuance of emergency 
freight surcharges, pending the fur- 
ther hearings starting January 6, 
means that the roads will continue 
to receive this extra revenue of 
around $300,000 a day, for a con- 
siderable time. 

The Commission cancelled Ex 
Parte 118, by which the carriers 
hoped for a blanket increase on their 
showing as a “revenue case,” and 
ordered the reopening of Ex Parte 
115 for the further hearings. The 
roads have steadily ignored the mass 
cf technical evidence by the opposi- 
tion in Ex Parte 115, as being in- 
material to a revenue case. The 
volume of evidence in this docket is 
comparable with that in the major 
general cases before the Commission 
that have involved months. The 
roads have not entered any rebuttal 
to this evidence; and if the sur 
charges are continued pending 4 
final disposition of the case, it is to 
be assumed that they will adopt 4 
policy of leisurely thoroughness m 
presenting their side to the volumin- 
ous evidence of record by the opp0 
sition. The longer they take in their 
examination, the longer the sul 
charges may be continued. 
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An Interesting Stake in 
Construction 


It is generally conceded that the 
upturn in building activity has much 
further to go. Indeed, this expecta- 
tion is so Widespread that the ma- 
jority of building securities are sell- 
ing at prices which generously dis- 
count the future. Despite the fact, 
however, that these stocks are seem- 
ingly high, they undoubtedly will go 
higher on the further materializa- 
tion of the building recovery. Manu- 
facturing various kinds of building 
board, Masonite Corp. seems to af- 
ford an interesting stake in the 
future of construction. The com- 
pany has been doing very well. In 
October an extra dividend of 25 
cents a share of common stock was 
declared, together with a regular 
dividend of the same amount. A 
month prior to this the stock had 
been split two-for-one. Although 
Masonite has been approved for 
listing on the New York Stock Ex- 
change, the New York Curb Ex- 
change is still the actual market 
where currently transactions are 
taking place around $58 a share. 


* * * 


Preferreds With Accumulated 
Dividends 


Meritorious preferred stocks on 
which dividends have accumulated 
are becoming scarcer and scarcer. 
Over the past few years huge profits 
have been made in this form of in- 
vestment and, although the oppor- 
tunities are not what they were, 
there are still some left. American 
Locomotive 7% preferred, for ex- 
ample, still appears attractive, even 
at $120 a share. Giving effect to the 
$3 a share distributed this month, 
arrears total $26.75. Although the 
company on the basis of this year’s 
profits would not be able to main- 
tam regular dividends on its pre- 
ferred stock, orders for railroad 
equipment in the past few months 
have gained remarkably. Most of 
this business will not appear in the 
profit and loss statement until next 
year and this, coupled with the 
many indications that railroad buy- 
ing has barely started as yet, justify 
in optimistic attitude towards the 
future. 

Also possessing possibilities is the 
$6 preferred stock of General Steel 
(astings. This company, too, is in 
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Developments in Securities Recently Recommended 


Aluminum Corp. of America. Declared 
$7.25 on account of dividend arrears on 
its preferred in addition to the regular 
quarterly payment. Giving effect to 
all declarations, arrears as of Jan., 
1937, will amount to $9 a share. 


Hercules Powder. While the plastic, 
paper-making chemicals and cellulose 
divisions have been doing very well, 
the recent rise of the company's stock 
to new high levels is believed to re- 
flect the remarkable improvement in 
naval stores. 


United Carbon. An all-time earnings rec- 
ord is being confidently predicted for 
this year. Estimates run as high as 
$6 a share. 


Electric Power & Light. Company's stock 
is finding increasing favor as repre- 
senting a stake in two major industries 
—utility and oil. The latter is of 
growing importance as new discoveries 
add to the potentialities. 


Shell Union Oil. There have been many 
dividends recently, but few larger than 
the $26.125 a share declared by Shell 
Union on its preferred stock. Thus, in 
one payment all arrears were elimin- 
ated. However, the company went fur- 
ther and declared 25 cents a share on 
the common. 

Crown Cork & Seal. Continued expan- 
sion in can manufacturing facilities. 
Recently acquired Williams Sealing, 


makers of Kork-N-Seal, a_ closure 


adapted to bottles and cans. 


Associated Dry Goods. Sales for the 
nine months to October 31 were almost 
13% ahead of the corresponding pre- 
vious period. Earnings of $1.75 a share 
of common are expected for the full 
year. With $15 a share paid on the 
first preferred this year all arrears 
were extinguished. 


Pullman. Although Pullman's transporta- 
tion business has improved greatly, 
the manufacturing division today is 
most in the limelight. Orders recently 
placed with the company include two 
lightweight trains for service between 
Chicago and the Coast, 1,000 box cars 
for the Seaboard Air Line, 500 refriger- 
ator cars for Pacific Fruit Express and 
250 box cars for Southern Pacific. 


Freeport Texas. This company has joined 
the ranks of those which have changed 
their names. The new name is to be 
the Freeport Sulphur Co. and the rea- 
son for the change is the simplification 
of capital structure which will effect 
tax and other savings. 


Bethlehem Steel. Keeping what was virt- 
ually a promise to pay dividends, should 
the recovery proceed, made last April 
when the arrears on the preferred 
were cleared up, Bethlehem Steel has 
ordered a payment of $1.50 a share to 
common stockholders. This is the first 
common dividend since February, 1932. 





the railroad equipment field, for its 
principal product is the steel under- 
frame of freight and passenger cars. 
A substantial loss was shown for 
the first nine months of 1936, but 
should the anticipated purchases of 
railroad equipment materialize this 
could very quickly turn into a profit. 
The stock is currently quoted 
around $88 a share and next month 
accumulations will total $33 a share. 


* * * 


Price-Cutting in Cement 


Price-cutting in the cement trade 
has broken out again on the eastern 
and southern seaboards. This fol- 
lows even more serious reductions 
made only a month ago. The rea- 
son, of course, is the heavy in- 
roads being made by foreign cement 
in the seaboard markets and they 
reflect the determination of domes- 
tic producers to protect their share 
of the business. However, the 
stocks of cement producers, Lone 
Star, Alpha Portland and Lehigh 
Portland, were not as adversely af- 
fected as might have been expected. 


They are being bolstered by the 
generally bright prospects for con- 
struction of all kinds and the assur- 
ance that away from the immediate 
vicinity of the sea-coast freight rates 
become an effective bar to the for- 
eign article. That the favorable 
factors will outweigh the unfavor- 
able appears to be the opinion held 
generally. 


Metals Rise Again 


The price of export copper has 
risen again to a price of 10.85 cents 
a pound, the highest quotation 
established since the week of No- 
vember 11. Again expressions of 
opinion are being heard that the 
domestic price of 10.50 cents a 
pound is to be raised. Producers, 
however, are loath to do this until 
they are absolutely sure of the 
strength of demand. But whether 
or not the price is raised within the 
near future, the outlook for the 
coppers continues bright. Another 
metal in the public eye is lead: the 
price has just been raised again. 











Opportunities in Low Priced Issues 


Diversified Group of Com- 


panies in Improving Position 


BY EDWIN 


? Bridgeport Brass Co. 


After a period of three years, in which deficits aggre- 
gated about $1,700,000, earnings of Bridgeport Brass 
Co. since 1932 have undergone substantial recovery. Net 
income has increased from $314,582 in 1933 to $726,618 
in 1935. In the first nine months of the current year 
net income of $658,806 compared with $480,692 in the 

corresponding period of 
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contributed the full 
measure of new business which might normally be ex- 
pected. Prospects at this time, however, are that they 
will become increasingly effective in doing so in 1937. 
The activities of Bridgeport Brass Co. embrace the 
manufacture of brass, copper and other alloys in various 
forms together with an extensive line of finished prod- 
ucts such as tubular plumbing goods, automobile tire 
stems, etc. The industrial outlets for the company’s 
products are provided chiefly by automobile accessory 
manufacturers, public utility systems, railroads, railroad 
equipment and the building industries. Of this group 
of industries, those which should account for a substan- 
tially larger volume of business next year include the 
public utilities, railroad equipment and home building. 
Earlier this year, Bridgeport Brass issued 81,288 shares 
of stock, stockholders having been accorded the privi- 
lege of subscribing for additional shares on the basis of 
one share for each eight shares held, at $10.50 per share. 
Of the proceeds, $400,000 was used to discharge a bank 
loan and $450,000 was utilized by the company for re- 
placements and improvements to plant and equipment. 
Giving effect to the issuance of additional stock, the 
total number of shares now outstanding amount to 739,- 
592. There is no funded debt. Notwithstanding the 
increased number of shares, earnings in the first nine 
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months of the current year were equal to 89 cents per 
share as compared with 74 cents per share earned on 
646,704 shares in the corresponding period a year ago, 

Dividends on the company’s shares were resumed late 
in 1934 and have since been paid at the rate of 10 cents 
quarterly. Last August a 15-cent extra was declared 
and late in November a special dividend of 50 cents a 
share was announced bringing total dividends for the 
year up to $1.05 a share. The probabilities are that 
more recently the company has had the benefit of some- 
what better profit margins which suggests that profits 
for the full year will be somewhat higher, on a per-share 
basis, than for 1936, when the outstanding stock earned 
the equivalent of $1.12 per share. 

Recently quoted at 16, the shares appear to be priced 
on a basis to warrant their favorable consideration for 
speculative commitments. Aside from the possibility of 
an increase in the basic dividend rate, the shares promise 
important price appreciation in the months ahead. 


North American Aviation, Inc. 


North American Aviation must be judged chiefly upon 
its future possibilities as one of the leading organiza- 
tions identified with the aviation industry. The com- 
pany is a comparatively young enterprise and for this 
reason a rather unimpressive earnings record to date is 

not to be regarded as a 
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Since early 1935, 
North American Aviation has functioned as an operat- 
ing company, with activities divided into two divisions 
—transport and manufacture. Eastern Air Lines, opet- 
ated by the company comprises a system of air routes of 
about 4,000 miles, the third largest air line in the United 
States. Both mail and passengers are carried over three 


THE MAGAZINE OF WALL STREET 





prinel 
Orleat 
These 
the ce 
South 
which 
Not 
are en 
factur 
ment. 
the Li 
izing 
Dunk 
In | 
and a 
ing W 
passe! 
of rev 
cent. 
the co 
ment 
nine I 
of abc 
of $14 
Octob 


award 


Dd 
o 


= 
o 





debt 
single 
033 sk 
eral \ 
from 
Ameri 
cial si 
Am 
shares 
cal ty 
from | 


At 
auton 
perha 
Whet 
ized, 
contir 
more 
seasor 
has ¢ 
highe: 
units 
in the 


DECE 


GS 


ts per 
ed on 
ago. 

d late 
cents 
clared 
ants a 
r the 
» that 
some- 
rofits 
-share 
armed 


yriced 
n. for 
ity of 
omise 


upon 
niza- 
com- 
- this 
te is 
asa 
what 
) the 
less, 
> un- 
im- 
com- 
ably 
ntial 
row- 


935, 
rat- 
ions 
per- 
of 
ited 
iree 


EET 





principal routes, Newark to Miami, Newark to New 
Qrleans and Houston, and Chicago to Jacksonville. 
These routes form an important connecting link between 
the central points of New York and Chicago and the 
South American air routes of Pan American Airways 
which have a terminal at Miami. 

North American Aviation’s manufacturing facilities 
are employed exclusively in the development and manu- 
facture of military aircraft for the United States Govern- 
ment. A modern plant is located on a 20-acre tract in 
the Los Angeles Municipal Airport and another, special- 
izing in the manufacture of landing gears, is located in 


Dunkirk, Maryland. 


In 1935, the company’s total transportation revenues 
and aircraft sales aggregated about $3,700,000 compar- 


ing with less than $2,000,000 in 1934. 


The number of 


passengers carried increased 70 per cent and the number 
of revenue miles flown with passengers was up 120 per 
cent. Air mail poundage in 1935 almost doubled and 
the company entered 1936 with unfilled orders for equip- 


ment on its books amounting to $1;300,000. 


For the 


nine months ended September 30, consolidated net profit 
of about $138,000 compared with a consolidated net loss 


of $150,887 in the corresponding period of 1935. 


Late in 


October it was announced that the company had been 
awarded a contract to build training planes for the 
































|| * [COOPER BESSEMER CORP | 
} FP [|[Jiily 
AMER 
Ha” rT I# 
- , 
3 bY 
=I 
O12 
= {7 | | | | 
gl = 
J) FMAMJJASON 
1936 

















United States Army in- 
volving 117 units at a 
cost of $1,432,600. 
Hence, the probabilities 
are that the company 
will end the year with 
unfilled orders on_ its 
books substantially in 
excess of those a year 
ago. 

North American 
Aviation has no funded 


debt or preferred stock, capitalization consisting of a 


single class of stock outstanding in the amount of 3,43% 


5,- 


033 shares, of which nearly 30 per cent is owned by Gen- 
eral Motors Corp. The latter fact is important not only 
from the standpoint of sponsorship, but doubtless North 
American could count upon the engineering and finan- 


cial support of General Motors. 


Among low priced issues, North American Aviation 
shares, although a speculative vehicle of the more radi- 
cal type, would appear to possess distinct possibilities 


from a longer term viewpoint. 


Hudson Motor Car Co. 


At the beginning of the 1937 automobile season, the 
automobile industry has high hopes of equalling, and 
perhaps exceeding, the 1929 high mark of 5,600,000 cars. 
Whether or not such ultra-optimistic hopes will be real- 
ized, the fact remains that the outlook for the industry 
continues highly favorable and there is slight doubt that 
more cars will be manufactured and sold in the coming 
season than in the one just past. Moreover, the public 
has displayed an increasing disposition to purchase 
higher priced cars as evidenced by the fact that sales of 
units retailing from $751 to $1,000 increased 47 per cent 
in the first nine months of 1936, and comprised nearly 
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19 per cent of the total sales as against 16 per cent in 
1935. Hudson Motor Car Co. would appear to be well 
situated to capitalize on this tendency. 

Hudson is the fourth largest automobile manufacturer 
and is the largest of the so-called independent group. 
The company’s 1937 models offer a larger all-steel body, 
selective automatic 
gear shift, radial safety 
control and a double 
carburetor. Terraplane 
models are also wider 
and longer, horse-power 
has been increased and 
selective automatic shift 
transmission is offered. 
According to recent re- 
ports, shipments of 
Hudson and Terraplane 
cars in November were the largest in any November in 
the last eleven years, totalling 16,000 cars. This repre- 
sents an increase of 53 per cent over the October total 
and a gain of 15 per cent over shipments for November, 
1935. Retail sales for the November 28 week were the 
largest since last July, the greatest for any correspond- 
ing week since 1928, and 28 per cent higher than the like 
week of last year. Of new car registrations for the first 
nine months, Hudson and Terraplane models accounted 
for 82,352 units, a gain of more than 20,000 over the 
same months of last year. Practically the entire gain 
was.accounted for by the increased sales of Terraplane 
models. This year, however, Hudson models may well 
increase substantially their proportion of the total. In 
the first nine months of the current year, the company 
reported a profit of $2,013,743, before provision for Fed- 
eral income taxes. This profit was the largest for any 
similar period since 1929 and compares with net loss of 
$250,561 in the first nine months of 1935. For the full 
year, the company may show earnings in the neighbor- 
hood of $1.75 a share, against 38 cents a share in 1935. 
The greatly improved appearance of Hudson models 
combined with the substantial gain in sales has enabled 
the company to enlarge its sales organization. 

Last October, Hudson retired $1,000,000 of its first 
mortgage 6 per cent notes, reducing the total outstand- 
ing to $4,750,000. Despite the cash outlay involved, the 
financial position continues strong. At the end of last 
June, cash and marketable securities totalled nearly 
$15,000,000 as compared with current liabilities of less 
than $6,000,000. In connection with the sale of $6,000,- 
000 serial notes early in 1935, the company agreed to 
pay no cash dividends prior to January 1, 1937. Next 
year, however, with the benefit of a further upturn in 
sales and earnings, the resumption of dividends is a 
definite possibility. Likewise, market recognition of this 
possibility may result in attracting broader speculative 
interest to the company’s shares. At 20, the shares, as 
a speculative venture, would appear to have much in 
their favor. 
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Cooper-Bessemer Corp. 
Cooper-Bessemer Corp. manufactures Diesel engines 
of various types, adaptable to industrial, utility and 


marine uses. In addition, (Please turn to page 326) 
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Outlook for Motor Accessories 


Will 


Labor Disturbances Hamper Progress? 


BY MALCOLM STANDISH 


Tix automobile industry is 
commonly looked upon as a 
marvel of modern ingenuity 
which, inhaling such ordinary 
substances as iron and rubber, 
exhales motor cars complete. 
Of course, the big automobile 
companies, General Motors, 
Chrysler, Ford and others do 
perform remarkable feats of 
manufacturing, but this does 
not alter the fact that they 
buy in finished form a great 
deal more than is generally 
believed. Varying from com- 
pany to company, the purchases of the so-called auto- 
mobile manufacturer include ignition equipment of all 
kinds, gear-boxes, carburetors, braking systems, wheels, 
bumpers, radiators, glass, frames and countless other 
items which become integral parts of modern passenger 
cars and trucks. In the supplying of these parts there 
has been built up a huge and diversified subsidiary in- 
dustry where, despite competition of the keenest, money 
is made and investment opportunities abound. 
Naturally, the prosperity of the automobile accessory 
manufacturer is closely geared to the production of 
automobiles: the accessory company is less interested 
in which automobile manufacturer is obtaining the lion’s 
share of the business, but there must be a good sized 
total output of automobiles for the accessory to really 
make money. At the present time the fundamental 
requirement for a good automobile accessory year could 
hardly be improved upon. There seems to be no limit 
to the demand for cars and all authorities are agreed 
that, barring serious labor trouble or other untoward 


Courtesy of Borg-Warner, Inc. 


298 





Testing Clutch Casings for accuracy of manufacture 


development, assemblies of 
current models should _ pass 
the 5,000,000 - unit mark. 
There has been only one year 
in history, 1929, that saw 
automobile production exceed 
a 5,000,000 total. 

Yet, while a_ prospective 
output of more than 5,000, 
000 cars is the most impor- 
tant feature of the accessory 
picture—they would hardly 
be automobile accessories if 
this were not true—there are 
other factors to be taken into 
consideration. Over recent years the steady concen- 
tration of automobile assembly into the hands of three 
great companies has brought home to the accessory 
companies the unpalatable fact that they were in an 
exceedingly vulnerable position should the big com- 
panies press their advantage to the limit. In order to 
avoid this and in order also to attain a degree of inde- 
pendence from the violent ups and downs of automo- 
bile output, there has been a persistent movement amon 
the accessories to develop new lines. This movement 
has now reached the point where, for some companies, 
it plays an important part in the outlook. 

Generally speaking, these new lines add to, rather 
than detract from, the favorable prospects enjoyed by 
the automobile accessory companies: and this, entirely 
apart from the theoretical advantage of greater inde- 
pendence. The outlook for business as a whole is bright, 
purchasing power is still increasing and it is logical to 
assume that any reasonably well-chosen side line will 
be in greater demand. 
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Briggs Manufacturing typifies the automobile acces- 
gry that has gone into other fields. The company is 
primarily engaged in the manufacture of bodies for Ford 
and Chrysler. While Ford lost some ground last year 
competitively, Chrysler has been at peak activity, so 
that the adverse and favorable features of Briggs’ main 
business tended to offset one another. Based upon its 
vast experience in deep-drawing steel plates, Briggs is 
now producing in quantity bathroom and kitchen equip- 
ment. The main advantage of the new equipment over 
the old-style casting is a tremendous saving in weight. 
With a building boom by no means a remote prospect, 
it would seem that Briggs were in a position with par- 
ticularly interesting possibilities. 

Incidentally, while on the subject of Briggs Manufac- 
turing, it might be noted that a basis of merger between 
this company and Motor Products has been agreed upon 
by their respective directors. It is proposed to exchange 
two shares of Briggs’ stock for three shares of Motor 
Products. Should the merger be consummated, it will 
add hoods, ventilators and windshields to the already 
diversified line of Briggs Manufacturing. 

In the case of Borg-Warner, diversification started 
sooner than it did in Briggs and has gone further. To- 
day, Borg-Warner’s transmissions, clutches, universal- 
joints, radiators and other automobile lines make up 
no more than sixty per cent of the company’s total 
business. Accounting for the balance are refrigerators, 
washing machines, ranges, air-conditioning equipment, 
machine tools and other non-automotive products. 
Borg-Warner’s profits this year will be the highest on 
record—higher even than in 1929 when, it will be 
remembered, automobile output established an all-time 
high. In 1929, the profit was equivalent to $6.10 a 
share on the outstanding com- 





pushed its outlets in the building, industrial, aviation 
and other fields. It is believed that today little more 
than fifty per cent of Bohn’s business is with the auto- 
mobile industry. Although the new lines afford consid- 
erable assurance as to the more distant future, it may 
be some time before they can be developd into a source 
of profit equal to that which previously existed in the 
automobile industry. 

Other automobile accessories which have diversified 
include Eaton Manufacturing which, in addition to 
valves, springs, bumpers made for the automobile indus- 
try, sells parts in the aircraft and railroad markets. This 
company has an excellent record, having lost money in 
only one year, 19382. Timken-Detroit Axle in addition 
to axles and transmissions has a very promising oil- 
burner, air-conditioning, water-heater business. Young 
Spring & Wire is estimated to supply the automobile 
industry with as much as sixty per cent of all the cushion 
springs used, but does at the same time a good business 
in mattress springs and garment hangers. 

Then there are those companies usually classified as 
motor accessories for want of something better, which 
obtain diversification, not so much through product, as 
the adaptation of product to many uses. Such a one, 
for example is the Timken Roller Bearing Co. Not 
only are Timken bearings found in many places in an 
automobile, but they are also extensively used by rail- 
roads and, vastly expanded in size, help the rolls of 
huge steel mills to run without undue friction. An 
extensive discussion of this company appeared in the 
December 5 issue of this publication. 

It has been seen that few indeed are the so-called 
automobile accessories that have not developed other 
strings to their bow. Several of the more important of 

these companies, however. 





mon stock, but this year not 
far from $7 a share should be 
shown. Including the dividend 
of $1 a share declared towards 
the end of November, the 
stockholders of Borg-Warner 


Among the More Important of 
Automobile Accessory Companies 


—Earned per Share—. 


have received no mention as 
yet: it is because they happen 
to be linked at the present 
time by a common adverse 
factor — labor trouble, either 
just settled or still continuing. 
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ROGRESSIVE diversification of products and outlets is cows, beef cattle, hogs, calves, sheep, horses, poultry, bas 
one of the essential principles to follow in the building dogs, foxes, and minks. This division is particularly as 
up of a sound and profitable business enterprise. Re- active in the development of new feeds and of types of bes 
gardless of the nature of the industry, an increasing feeds that the farmer can use mixed with his home. bie 
number of products suitable for use in more and more’ grown grains. Allied Mills stock feeds are distributed ‘ie 
activities tends to place an organization in an extremely over a territory embracing thirty-two states, from the wats 
strong competitive position, and enables it to earn pro- Missouri River east to the Atlantic Coast, and south ea 
gressively greater amounts as its new production enters — to the State of Florida. In addition to a large independ- I 
the market and finds new uses. Particularly is this true ent dealer organization, the company sells its feeds .? 
when a manufacturing unit is able to expand in closely through more than fifty owned retail stores in the Mid- en 
related items, using the same or similar raw materials dle-Western and Eastern States, and a chain of outlets tion 
as for its principal older products, or raw materials that in the South. ae 
are by-products of its main processes. Doubly fortunate The aggressive management directing the destiny of pro 
is the concern that can use familiar machinery and _ Allied Mills lost no time in further developing the pos- i 
methods of production that have long been in operation _ sibilities inherent in their principal line of business. ia 
and with which the personnel are fully experienced. Many unprecedented ideas in livestock and _ poultry an 
Allied Mills, Inc., is a notable example of an enter- feeding have been presented to the agricultural world td 
prise that has taken every advantage of its opportunities as a result of Allied Mills research and experimentation a! 
to carry on progressive diversification, and to develop carried on assiduously over a long period of years. The Mil 
markets for new products. Expansion into hnas 
additional fields of endeavor has been done dist 
in an intelligent manner. Items were se- - 
lected with an eye to the kind of raw mate- nev 
rials necessary for their manufacture. They ! 
were chosen also with due regard for the itse 
type of machinery required for their pro- of | 
duction. As a result all new items added the 
fitted in nicely with the general scheme of use 
operations with which the organization of 
was familiar. Expansion, therefore, brought iter 
about higher efficiency, lower costs, larger is 
volume, and greater profits. Let us see im} 
how Allied Mills gradually applied the Ot] 
principle of progressive diversification to ind 
its business, and how effective it has been is t 
in stepping up earnings over the past few tic: 
years. Mi 
Allied Mills was originally a stock feed fro 
producer and distributer. This activity soy 
continues to constitute the backbone of i 
the organization’s business. The company’s its 
products are used in the feeding of dairy Expellers in Allis-Chalmers' Soy-Bean Plant Di 
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company realized early that, basically, 
the principle of poultry and livestock 
feeding is the economic conversion of 
feeds into the ultimate product—eggs 
or broilers, beef or milk, pork and furs. 
The organization has substantially ex- 
tended the frontier of scientific knowl- 
edge in the feed industry, not only to 
the benefit of mankind, but also to the 
benefit of itself. 

The first real opportunity for prof- 
itable expansion into other fields pre- 
sented itself to Allied Mills a little 
over ten years ago. At about this time 
it was becoming more generally real- 
ized that the soybean had promise as 
a new product for the American 
farmer. The company quickly recog- 
nized the possibilities for itself, pro- 
vided soybean seed to the farmers of 
Illinois after a serious winter wheat 
crop loss, and guaranteed $1.25 a 
bushel for all the soybeans these farm- 
ers could produce. Allied Mills thus 
became one of the pioneers in the soy- 
bean processing industry, and partly because of the 
company’s action in encouraging farmers in the culti- 
vation of soybean crops, Illinois has become the leading 
state in soybean acreage and production. 

It was logical for Allied Mills to become a processor 
of soybeans, for soybean products are eminently suit- 
able for use in stock feeds, and also for human consump- 
tion. Processes of manufacture of the oil and oil meal, 
moreover, were not dissimilar to those in use for other 
products in the company’s plants. Channels of distri- 
bution already established could be used in the promo- 
tion of the new product. The company has now become 
one of the largest manufacturers of soybean products 
in the United States, and was the first to produce min- 
eralized soybean livestock feed in this country. Allied 
Mills has also originated many soybean products for 
human consumption and is rapidly promoting the 
distribution of these new items. The company’s re- 
search department is constantly occupied in developing 
new uses and applications. 

Allied Mills was particularly fortunate in establishing 
itself in the comparatively new soybean industry because 
of the vast opportunities for expansion in utilization of 
these products. Presently there are over two hundred 
uses for soybean oil alone. It is used by manufacturers 
of paint, salad oils, soap, shortening, and many other 
items. The by-product in the manufacture of the oil 
is soybean, meal or cake. Allied Mills uses these as 
important ingredients in livestock and poultry feeds. 
Other uses are as a filler in the rapidly growing plastic 
industry. Should further research prove that the meal 
is more suitable than other materials as a filler for plas- 
tices, demand could increase at a tremendous rate. Allied 
Mills is in a strategic position to benefit substantially 
from a prospective rapid expansion of activity in the 
soybean industry. 

A second opportunity for additional expansion offered 
itself to Allied Mills with the repeal of prohibition. 
Distillery products seemed likely candidates for new 
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Research plays an important part in improving Soy Bean products 


lines for the company in that they also required farm 
products as raw materials, processes were not unlike 
those already in use in the company’s plants, and some 
of the by-products could be used in stock feeds. The 
Century Distilling Co. a subsidiary, was created, 
and a modern distillery built at Peoria, Illinois. Latest 
type of mechanical facilities were installed, and, in the 
interest of sanitation closed equipment is used in every 
process, eliminating exposure to air and avoiding the 
possibility of infection and contamination. This dis- 
tillery is regarded as one of the most modern and effi- 
cient in the country, and is the fifth largest in capacity 
in the United States, producing over six hundred barrels 
daily. As for its other lines, Allied Mills has established 
a research department to guard and increase the stand- 
ards of quality of its gins and whiskies. 

Century products are now sold in twenty-eight states 
and the District of Columbia. Formerly interested 
largely m= the production of bulk whiskies and gins, 
Allied Mills is now also actively promoting the distri- 
bution of its own brands in packages. Trade-names in- 
clude Century and Crestwood dry gins; Northmoor, 
Stone Haven, Fleet Street, and Dr. Dick whiskies. 

Allied Mills, Inc., as now constituted, is engaged in 
three activities, stock feeds, soybean products, and dis- 
tillery products. Dovetailing of operations in these divi- 
sions result in important savings in production costs. 
It is apparent, therefore, that Allied Mills has a well- 
diversified business in related lines which enables it to 
manufacture and distribute economically and places the 
company in a strategic position to gain a generous share 
of future available business in its lines. 

Net income in 1930 amounted to $356,510. Profits 
declined in 1931 to $22,247, and since that year have 
steadily increased to a total of $2,539,702 for the fiscal 


year ended June 30, 1936. This sum amounted to $2.86 


on each of the 886,888 shares of Allied Mills eapital stock. 
No securities senior to the capital stock are outstanding. 
An interim report covering 


(Please turn to page 324) 
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Understanding 


Today’s Market 


Fluctuations 


Technical Strength Manifest in Certain Groups 


BY FREDERICK K. DODGE 


eines has been the principal characteristic of 
the stock market in the past few weeks. Technical 
declines have occurred in numerous groups of stocks 
while other sections of the list have been engaging in 
advancing phases. 

In this kind of market the wealthy investor and 
long-term speculator find many opportunities cautiously 
to make commitments in securities that are regarded by 
them as especially meritorious fundamentally. These 
types of operators take advantage of periods when the 
general market, particular groups of stock, and single 
issues are subjected to temporarily adverse news devel- 
opments, or when the great bulk of market interest is 
concentrated in other securities than those they are 
planning to buy. By this method of operation in the 
stock market, lines of stock may be bought without 
marking up the price, and oftentimes may be acquired 
gradually and carefully on declining prices. If the in- 
vestor and long-term speculator are correct in their 
conclusions that the issues they select for purchase are 
intrinsically cheap at going prices, eventually the market 
recognizes the fact, prices rise, and the holders must 
then decide when prices have reached the point where 
they are overdiscounting the earnings outlook for the 


companies represented in their portfolios at that time. 

This is not to say, however, that the recent irregular 
markets have not also provided many an opportunity 
for profit for the man of more limited means. These 
occasions can best be seen if one uses a set of graphs 
of price and volume movements in a fairly comprehen- 
sive list of securities. By this means of approaching 
the problem of attempting to gain from the intervening 
and immediate fluctuations in stock prices, as against 
the predominant cyclical swings, it can be much more 
intelligently judged when market sentiment shows signs 
of changing as between different groups and _ single 
issues. Signs of underlying technical strength must be 
sedulously watched for; and when they occur, all other 
things being equal, the stocks in which they are par- 
ticularly well-defined should be favored in order to bet- 
ter secure short-term profits. Recent market actions of 
the railroad equipment and railroad stocks are quite 
interesting from this angle. 

The article under this heading in the November 7, 
1936, issue called attention to the fact that these two 
important groups of securities were going through a 
technical readjustment, following very substantial gains 
scored since the April, 1936, reaction in the general list. 





Keeping Up With 


the Active Stocks 








Shares Annual Earnings Interim Earnings Price Range 
Out- Divi- Recent Approx. as . —— 1935. ——1936——. 
standing dend Price Yield 1934 1935 1935 1936 High Low High Low 
Baldwin Loc. Works................ 1,105,860 .... 9%, 4.63 d3.18 d3.35se12 d3.53se12 6% 1% 1% 21h 
"had 1,156,484 -50(1) 205% 2.0 0.31 0.003 d0.26se9 1.09se9 1214 6% 21% 101% 
No. American Aviation............. 3,435,033 12, d0.30 d0.01 d0.03se9 0.04se9 737, 2 1314 6% 
Republic Steel..................05. 4,046,767 .... 23%, me d3.43 0.49 0.29se9 1.10se9 20%, 9 28%, 16% 
Ds 10,039,719 -45(1) 24 1.9 0.11 0.25 er 0.51se12 251% 101% 2734 184, 
Bonne Gel Prod... .....0..00656220 888,050 -05(1) 8, 0.6 0.91 0.90 -73se9 eters 4%, 2% 8% 4 
UT, 3 7 ee 837,000 ... 181/ d0.55 d0.49 d0.38se9  d0.48se9 111% 3 1914 75/e 
Gen. Realty & Utility............... 1,541,827. .... 4% d1.08 d0.92 d0.73se9 d0.62se9 31% %, 45/e 2 
Paramount Pictures.................. 1,610,452 221, ers 0.79 1.00se9 0.52se9 12 8 233% 7% 
Electric Power & Light.............. 3,421,254 vor 23%, er d1.63 d1.40 d1.530c12 0.540c12 71% 1% 20%, 6% 
United Aircraft Corp................ 2,109,561 -50(1) 2814 1.8 d0.01 0.21 0.24se9 0.36se9 30% 9% 32354 205% 
Bae, ae 845,159 .... 8% 1.12 0.76 0.81se12 0.01se12 4% 1%, 10% 2% 
(1)—Paid or payable this year. d—Deficit. se9—9 months ended Sept. 30. se12—12 months ended Sept. 30. oc12—12 months ended Oct. 31. 
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[t was remarked that the various price and volume 
movements within the groups betokened that psycho- 
logical factors affecting the market as a whole had 
come into play, and that railroad equipment and rail- 
road stocks were probably consolidating, or digesting, 
their substantial advances of the past. Since that time 
technical indications in these sections of the market 
have become clearer and mostly favorable. 

For example, American Car & Foundry in the past 
four weeks outlined the familiar “head and shoulders” 
bottom formation, followmg which it has advanced to 
anew high for the year and longer. American Locomo- 
tive described a “line” formation, fluctuating within 
well-defined limits, and then rushed upward on unus- 
ually heavy volumes of transactions for this issue. 
American Steel Foundries made a “double bottom” just 
prior to the election, and rose spectacularly thereafter: 
leveled off for two weeks on declining volume, and then 
rose rapidly again to substantially higher prices. Gen- 
eral American Transport has been consistently strong 
since election and greater confidence in the price move- 
ment was given by the fact that fluctuations fell within 
a “triangle” with a flat and rising top. General Railway 
Signal, Pullman, Inc., and Westinghouse Air Brake also 
have presented the short-term speculator with technical 
signals suggesting underlying market strength and the 
promise of a resumption of their uptrends. 

In the railroad section of the list technical readjust- 
ments have continued for a longer period, and have 
proceeded further than in the case of the railroad equip- 
ments. As prices have receded, however, so also have 
Volumes of transactions, and substantially. The num- 
ber of issues in the railroad group is so great that it 
will be impracticable to even briefly discuss the numer- 
ous technical manifestations currently indicative of in- 
creasing underlying market strength. Instead, there is 
presented herewith a price and volume graph of South- 
ern Pacific, a representative railroad stock; one that is 
meritorious fundamentally and, apparently, technically. 
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Reference to this graph will show that Southern Pa- 
cific declined with its group to the accompaniment of 
widespread discussion concerning whether or not all 
freight surcharges will be allowed to expire at the year- 
end, and whether or not railway labor will succeed in 
their demands for higher pay and shorter hours. In 
the past few weeks, however, the price movement of 
Southern Pacific has outlined a “head and shoulders” 
bottom, marked A-B-C on our chart. This is highly 
significant of the possibility that technical strength has 
now been built up to the point where any favorable 
change in the news background of the railroad dustry 
will be reflected quickly in higher prices for the stock. 
Confirmation of this indication of growing underlying 
technical strength, moreover, was had in the tendency 
of volumes of transactions in the stock to decline over 
the period of formation of the “head and shoulders” 
in the price movement. The recent market action of 
Southern Pacific is somewhat typical of the entire list 
of railroad stocks and it would not be surprising to see 
the resumption of general group strength in the event 
that favorable developments in the industry materialize, 
thus bringing about a change in market sentiment 
toward these issues in which there apparently exist 
strong underlying technical positions. 

Aviation stocks have again been among the active 
issues at rising prices in recent market sessions. The 
technical aspects of the price and volume changes in 
these stocks were commented upon at some length in 
the December 5, 1936, number of THe MacGazine or 
Wau Street. The lower-priced issues, such as North 
American Aviation, Boeing, Curtiss-Wright A, and 
United Air Lines have provided greatest percentage 
appreciation. The fundamentals in this expansive in- 
dustry appear to be quite as favorable as the technical 
action of representative stocks in the group. Aviation 
as a form of travel has risen in public popularity by 
leaps and bounds. In four years passenger revenues have 
doubled. The transportation (Please turn to page 315) 
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THE BUSINESS ANALYST 





laling the Pulse of Business 


Won all component industries re- 
porting better than normal seasenal 
expansion since our last issue the 
Index of per capita Business Activ- 
ity has recovered to 94.6% of nor- 
mal, a level about 20% higher than 
last year at this time. Just recent- 
ly. however, a slight recession has 
been occasioned by some curtail- 
ment of automobile plant opera- 
tions because of strikes at accessory 
plants. Such incidents are merely 
symptomatic of mounting prosper- 
ity and have no permanent influ- 
ence upon the main trend, which is 
still obviously upwards. For 


— Trade at Boom Levels 
— Steel at New High 
— Building Costs Rise 


— Motor Outlook Bright 


now is from a higher level than 
earlier in the depression. Typical 
of this principle is the increase in 
Bell Telephone System stations over 
a year ago, which amounted to only 
44% in November against a cumu- 
lative increase of 95% for the first 





ing quite such favorable compar- 
sons with the previous year as were 
shown for former months. Some 
observers believe that the public’s 
spending spree may reach a tem- 
porary peak by the year-end and 
that, with the bulk of extra divi- 
dends out of the way for some 
months to come, a more than sea- 
sonal let-down in trade may be ex- 
perienced during the first quarter 
of 1937. Jobbers, who have already 
covered their spring requirements 
up to the end of March, will do 
comparatively little buying in pri- 

mary markets during the next 





November, the country’s per 
capita output of new wealth 
amounted to 91.9% of normal, 
compared with 92% in October 
and 75.7% in November, 1935. 
Estimating December at 95%, | 
the average physical volume of | 
production for the final quarter 
would come to about 93% of 
normal, against 93.1% for the | 
third quarter and 76% for the | 
fourth quarter last year. View- 
ing the year asa whole it isthus | 
fairly safe to say that business 
activity will have averaged | 
about 87% of normal, or 20.3% 
better than in 1935. 

In the batch of business re- 
ports that have come to hand 
since our last issue one of the 
most encouraging has been the 
news of our foreign trade in Oc- 
tober was the greatest in dol- 





lar volume for any like month | 
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few months and retailers will be 
cautious about overstocking in 
view of trade expectations that 
prices may react somewhat after 
the year-end. 

Whether the anticipated 
slackening in wholesale and re- 
tail trade early next year will 
be accompanied by a mild re- 
cession in general business ac- 
tivity depends considerably 
upon the extent of compensat- 
ing demand for capital goods. 
While retail merchants are plan- 
ning for only a 10% gain in 
trade next year, a recent can- 
vass indicates that expenditures 
in 1937 for new buildings, ma- 
chinery and equipment should 
exceed the present year’s vol- 
| ume by 15% to 20%. Prob- 
ably the most spectacular gains 
in this field next year will take 








place in railroad equipment, an 





since 1930 and 16% ahead of 
October, 1935, compared with a 
cumulative gain of only 13% for 
ten months. Generally speaking, 
however, the annual rates of gain 
which are now being reported in 
other lines reflect more or less slack- 
ening on an annual comparison 
basis, largely because improvement 
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eleven months of the present year. 

Holiday trade in most. sections 
of the country is approaching boom 
levels, about the only conspicuous 
exception being on the Pacific Coast 
where business is hurt by the mari- 
time strike. Yet early chain store 
reports for November are not mak- 


industry which always used to 
lead recovery from former depres- 
sions; since the production of equip- 
ment on a large scale not only stim- 
ulates a demand for steel but also 
swells railroad freight traffic through 
in-shipment of heavy raw material 
and out-shipment of the finished 
materials. Machine tools also 
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have a promising future, and pro- 
ducers in this line are now asking 
from four to eight months for de- 
livery, with a consequent stimula- 
tion of the second-hand market. 

Optimism over the nearby busi- 
ness outlook has also been tempered 
in some degree by the Government’s 
reiterated warnings against fostering 
a boom psychology. Such caution 
may seem a little premature in view 
of the circumstance that business, 
as a Whole, still has 5% more to go 
before reaching even a normal level; 
yet in isolated instances—notably 
in textiles and steel—there has un- 
doubtedly been forward buying of 
such abnormal proportions as_ to 
impair the profits of producers 
faced by rising costs, and to carry 
the thread of a subsequeunt relapse 
in operating rates. 





The Trend of Major Industries 


STEEL—Stimulated by a rising 
tide of orders for rails and equip- 
ment steel and by a rush of busi- 
ness placed by consumers desiring 
to get in under the wire before 
higher prices become effective, the 
steel ingot rate has expanded to 
77% of rated capacity, the highest 
since May, 1930. Actual output in 
November was about 3% above 
schedules as reported, owing to 
more economical operation of fur- 
naces actually in use and, at an 
average of 79%, was the best daily 
rate for any month since Septem- 
ber, 1929. Backlogs are the heaviest 
since 1929, and stocking of steel, 
especially by automobile plants, 
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has reached such proportions as to 
jeopardize the stability of opera- 
tions in later months, unless new 
sources of demand should open up 
faster than is now anticipated. Re- 
cent price advances will about com- 
pensate for wage advances at pres- 
ent rates of operation; but some 


mills may not benefit from the 
higher prices until well along in Jan- 
uary, after completing shipment on 
business booked at prior prices. Rail- 
road equipment buying in 1936 will 
be the heaviest since 1929, and rail 
orders during the three months ended 
November 30 were 150% ahead of 
the corresponding period of 1935. 


CONSTRUCTION—In spite of 
advancing real estate prices, and 
threatened housing shortages, rents 
have not yet risen to a point where 
new construction on a broad scale 
can be regarded as an attractive in- 
vestment for income. Labor and 
material costs are mounting so rap- 
idly that even the PWA may be 
forced to abandon some of its hous- 
ing projects. One serious threat to 
the construction industry is a grow- 
ing shortage of skilled labor, and it 
is not altogether reassuring to learn 


} 











| BUILDING CONTRACTS 





























100 a 
Fag he I [ | 
s 1936 
" “hy AW 
wo 
an | 
ifm 40 a * | 
| a 
| = “| ante 
| 20} -to4 | a 





























| 
| 
| JFMAMJJASOND | 











that construction contracts awarded 
during the first half of November 
were only 25% ahead of the like 
fortnight a year ago. Competition 
from foreign imports, however, has 
recently forced a reduction in Port- 
land cement prices at several At- 
lantic and Gulf coast points. 


PETROLEUM—An advance of 
17c a barrel by two large com- 
panies in this purchasing price of 
Mid-continent crude was an inevi- 
table consequence of the industry’s 
sirong statistical position and will 
doubtless be followed soon by all 
purchasers in that field. The ad- 
vance is even more significant com- 
ing at a time when Texas, Oklahoma 
and Kansas, renewing the interstate 
oil compact, are about to increase 
their allowable production quotas 


by 5% to 10%. 


RAILS—Compared with the cor- 
responding month of 1935, the gross 
income of Class I carriers in Octo- 











ber gained 14.8%, with net operat- 
ing revenues up about 20%. No- 
vember is expected to make about 
the same showing, and the full year 
is likely to produce a total net of 
zround $150,000,000, the best since 
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failed to obtain an injunction, rail 
pick-up service has been promptly 
inaugurated at last; but time will be 
required to determine the amount of 
financial benefit derived from this 
forward step. 





METALS — World copper _pro- 
duction outside the United States 
during the third quarter was only 
2% greater than for the corre- 
sponding three months of 1935; but, 
in view of recent successive ad- 
vances in quotas, it is feared in 
some quarters that production with- 
in a few months may so far exceed 
sales as to weaken prices, especially 
in view of the heavy stocking by 
consumers which has already taken 
place. It is estimated, however. 
that domestic consumption of brass 
pipe and copper tubing this year’ 
may top any previous year by 15,- 
600,000 pounds. Domestic zinc 
stocks are the lowest since Septem- 
ber, 1929, and 33% under last year. 
Higher prices are thus looked for in 
the not distant future. Encouraged 
perhaps by the stoppage of supplies 
from war-ridden Spain, Cerro de 
Pasco will increase its capacity next 
year to 70,000,000 pounds of refined 
lead annually, against actual out- 
put of around 20,000,000 pounds for 
1936. Apparent world consumption 
of tin increased 14% during the 
twelve months ended September 30; 
but stocks are higher than last year 
and the Cartel is expected to reduce 
quotas to 95% of standard tonnages 
from the current rate of 105%. 


AUTOMOBILES — With orders 


for new models flowing in faster 
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than factories can meet demands, 
even if not hampered by current 
strikes at accessory plants, it is pre- 
dicted by President Sloan of the 
General Motors Co. that output 
next year will equal the 1929 peak. 
Consumer sales by this Company 
in November were 16% ahead of 
the like month last year. Higher 
labor and material costs may never- 
theless eat into profits unless prices 
are raised. An unusual volume of 
late model trade-ins is setting deal- 
ers to worrying about raising addi- 
tional capital to carry inventories. 
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MERCHANDISING — Stimu- 
lated by a wave of Christmas gift 
buying and a broader demand for 
all types of Winter merchandise, unit 
sales by department stores in all 
sections of the country, save the 
Pacific Coast, have passed the 1929 
level in some lines; though dollar 
volume has yet to set a new record. 
Gift shortages in wholesale markets 
are widely reported, 


quires ownership of the commodity, 
but not of the good-will which the 
mark symbolizes. A law designed 
to protect this good-will is legiti- 
mate, but not confiscatory; since 
merchants are not obliged to buy 
branded or trade-marked goods. 
Some authorities believe this de- 
cision will intensify the efforts of 
chain stores to push their own pri- 
vate brands. 


SHOES—Record sales were re- 
ported at the recent New York ex- 
hibition by shoe manufacturers. In 
an effort to compensate for rising 
hide prices, leather and shoe prices 
have been advanced by 10% to 
15%. Production this year is ex- 
pected to exceed 400,000,000 pairs. 


RUBBER — With crude soaring 
to the highest level since 1929, the 
International Rubber Regulation 
Committee is expected at its next 
meeting to raise export quotas. Do- 
mestic stocks at this year-end will 
not be much more than a three 
months’ supply, whereas a_ six 
months’ supply is considered desir- 
able. Manufacturers who have 
their own rubber plantations are 
now in an enviable position. 





TOBACCO—Cigarette manufac- 
turers will be faced with higher to- 
bacco costs next year; but expand- 
ing sales may sufficiently compen- 
sate for this to render an increase 


in wholesale prices unnecessary, 


UTILITIES—Electric power out- 
put has recently established a new 
high record, with the increase over 
last year beginning to widen again. 
Consumption on the Pacific Coast, 
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however, is still held back by the 
maritime strike. The industry is 
expected to expend close to half a 
billion next year on expansion, an 
amount which would be exceeded in 
the event of an early favorable de- 
cision on the Holding Company 


Act. 


COAL—The bituminous coal in- 
dustry plans to ask the next Con- 
gress for Federal regulation as the 
only conceivable means of handling 
present cut-throat competition and 
hopeless over-capacity. Consumption 
of bituminous and anthracite coal 
increased 3,000,000 tons in October, 
and was 5,000,000 tons greater than 
October, 1935, a gain of 19%. Stocks 

in the U. S. are about 





1,000,000 tons lower 
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The Personal Service Department of THe Macazine or WALL Srreet will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your request to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





American Smelting & Refining Co. 


I am undecided on the advisability of 
holding American Smelting and Refining 
common much further. I will be grateful 
for your advice. Frankly, I am interested in 
speculation, and I am wondering if specula- 
tive possibilities are not pretty well dis- 
counted at current levels —P. E. R., Detroit, 
Mich. 


The increase in earnings of Amer- 
ican Smelting & Refining Co. al- 
ready shown gives every indication 
of being continued into the future. 
During the first half of the year re- 
sults were nearly double those of a 
year before, being $3.01 a common 
share, against $1.51. Profits of the 
company depend largely on the cop- 
per, lead and zinc operations. The 
increased price and the larger de- 
mand for these metals will therefore 
favorably affect earnings. Recent 
improvement in the capital goods 
industry, increased activity in the 
building industry and rehabilitation 
by concerns restricted by the de- 
pression have all tended to better 
the outlook for American Smelting 
& Refining Co. Well sustained earn- 
ings from its gold and silver opera- 
tions should also be witnessed over 
the near term, at least. The com- 
pany is well entrenched in the metal 
industry and enjoys the advantages 
of strategically located properties. 
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Financial position is highly favor- 
able, cash and marketable securi- 
ties bulking large in current assets. 
Recent clearing of arrears on the 
preferred issue and the reduction of 
the funded debt and interest charges 
have enabled a liberal common divi- 
dend policy which should be con- 
tinued. In view of these circum- 
stances, we think that it will be to 
your advantage to retain your pres- 
ent holdings. 





Remington Rand, Inc. 


I have 300 shares of Remington Rand 
averaging 17. I would be inclined to hold 
these for the long pull, yet I am disturbed 
that earnings are not greater when orders are 
said to be running considerably above last 
year. Please advise me—R. R. S., Cincin- 
nati, Ohio. 


The failure of Remington Rand 
to report larger earnings on a great- 
ly increased volume of business dur- 
ing 1936 is to be attributed, we be- 
lieve, directly to abnormally large 
expenses incurred in connection with 


the strike of the employees and the 

decision of the management to 
transfer operations to plants believed 
to be less subject to labor distur- 
bances. Expenses incurred in the 
six months period ending September 
this year, in this connection, have 
been estimated by the management 
at about $980,000, most of which 
was charged off out of earnings dur- 
ing that period. If it had not been 
necessary to make these charges, 
the net earning power resulting from 
operations in that period would have 
recorded a very substantial im- 
provement over the like 1935 in- 
terim. It would very nearly have 
doubled the net earnings. The sales 
during that period were up nearly 
20%. We do not believe that the 
company has yet reached a_ peak 
level in sales volume, and we be- 
lieve there are very excellent rea- 
sons for expecting continuance in 
the uptrend. Remington Rand man- 
ufactures machines of all types to 
suit the needs of large and _ small 
business enterprises. Many of its 
Cesigns are exclusively Remington 
products, and they include as well 
as typewriters; accounting machines. 
adding and billing machines, indices 
and filing systems, office furniture. 
sufes and cabinets and other equip- 
ment. We believe that the improve- 
ment in business conditions wit- 
nessed to date and reasonably to be 
expected from future operations 
provided a very sound basis for cal- 
culating probable future earning 
power at substantially higher price 
levels. While the necessity for bear- 
ing the heavy expenses involved in 
the strikes is discouraging to a de- 
(Please turn to page 316) 





When Quick Service Is Required Send Us Prepaid 
a Telegram and Instruct Us to Reply Collect. 
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“Free to You 


The 1937 Reow 


—How to Profit From It 


By A. T. Miller, Technical Market Authority 


A new book,—flexible cover,—clearly and simply presented in easy-to-read type,— 
illustrated with examples and tables,—giving you quickly a clear picture of the three 
phases since 1932—progressing into the fourth phase,—the great industrial expan- 


sion period just ahead. 


The contents of this book have never before been published either 
in THE MAGAZINE OF WALL STREET or in any other publication. 


This book will not be a theoretical treatise but a practical guide. It will tell you what industries to 
buy into,—how to select the best securities from the standpoints of management, business prospects, 


financial position and market sponsorship. 


From a stock market angle, it will-explain timing in buying and selling,—the importance of considering 
volume in indicating a buying point—with timely illustrations,—the aspect of the thin market,—the 


effect of SEC regulations, etc. 


With the re-election of the Roosevelt Administration. for tout more years this book will be an invaluable 
aid as it is based on the lessons of the last four. Every point is clearly made so that you can apply them 
to your own investing,—just as our expert analysts do. 


CONTENTS 


Introduction—The Market Since 1932 
—The First Three Phases 
—The Fourth Phase—Now at Hand 
Chapter I—The Coming Era of Industrial 
Expansion 


—‘“Prince and Pauper” Industries 
--Heavy- Goods Industries 

—The Dynamic Industries 

—The Newer Industries 


Chapter II—Comparisons Between Industries 
—Capital Goods and Dynamic Industries Compared 
with Consumption Goods Industries 
~Which Offer the Greatest Possibilities of Apprecia- 
tion in 1937 
Chapter I1]—Industrials vs. Rails and Utilities 
—Free Initiative Industries 
—Governmental Regulated Industries 
Chapter IV—Price Earnings Ratio 
—Profit Margins —Leverage 


Chapter V—The Bullish Credit Factors 


—Continued Government Spending 
—Vast Money Base 
—Expansion of Bank Deposits 


—Pay Point 


Chapter V—The Bullish Credit Factors—(Cont.) 
—Velocity of Bank Money 
—Effect of Refunding 


—Increase in New Capital Financing 
—Cheap Money 


Chapter VI—Effects of Gumsenaia Regulation 


—Labor and Business Legislation 

.—The New NRA? 

—Financial Regulation Through SEC 
—Thinner Markets? 

—Credit Policy of Federal Reserve Board 
_—Taxation 

—Reserve Board Margin Policy 


Chapter VII—Effect of European Developments 
on the Market 
—Gigantic Foreign Stake in American Securities 
—If Withdrawn—When? 
—Flight of Foreign Currencies 
—Further Depreciation 
—lInfluence of War on International Currency 


Chapter Vill—Possibility of reewucces 
—Gradual Rise 


Accelerated Commodity Increase 
—Outlook for Bonds and Preferred Stocks 
—Best Hedge 


Chapter IX—Wisest Investment Policy for 1937 
—What to Buy—What to Hold—What to Sell 


. Special Offer on Next Page Brings You 


This se. het New Book—FREE!. 
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THe MAGAZINE OF WALL STREET r 
The Ideal Gif 
a e ea nit 
—For Yourself, Father, Son. Friend or Business Associate 
The gift that lasts forever, and can never be taken away, is knowledge and superior judgment. It is the 
key to success and happiness. It is essential to real progress in 1937. 
No Christmas Gift you give this year can be of more practical value, or compliment the recipient more - 
than THE Macazine oF WALL Street. It will indicate that you have faith in his ability to ‘get ahead’ 
—and twenty-six times throughout the coming year he will be reminded of your thoughtfulness. He will 
read it with satisfaction—at first because he will gain an insight into the nation’s business that he never 
believed he could secure so easily. He will continue reading it because he will speedily realize he can 
acquire more practical information from its pages than from any reading 
he ever did before. 
Give The Magazine of Wall Street to— 
Your Valuable Business Contacts—who will appreciate your interest ~ 
in their progress. | 
Your Executives and Employees—who can use the knowledge gained | 
not only in developing themselves, but in doing a better job for you. | 
Your Son—Your Daughter—Who are making their own way—because | 
it will make them more capable and prepare them for the business of 
practical life. 
Yourself—since it will serve you in a thousand ways,—because each issue A Subscriber’s | 
contains ideas and suggestions that you can adapt in your own business, ‘ ' | 
—because as an investment guide alone it yields excellent returns out of Christmas Suggestion 
all proportion to its moderate cost. “f Adee dated tales aay fries 
the best Christmas gift possible— 
—This Offer Is Extended for i 0 Days an annual subscription to your 1 
Magazine. _ Regardless of their f- 
Mail the coupon below with your remittance today. Your subscription woos gg “aes — se gd rh 
will start with our Christmas Number. It will include our important new ae aaa — 
book “THE 1937 BOOM”—and Confidential Inquiry Privileges. Note: RS.G., Des Moines, Ia. 
You can send the Magazine of Wall Street as a gift to one friend—and ; 
the book to another—or to yourself. 
© 
2 Gifts 
—oan==—Mail This Christmas Gift Order Today =~=~; 
, THE MacazinE or WALL 
The Magazine of Wall Street, 90 Broad Street, New York : STREET for a full year. .$7.50 
CI enclose $7.50 for 1 year of THE Macazine oF WALL STREET including— ! Important New Book 
. ig 6 °° 
1. The Magazine of Wall Street 1 year. | THE 1937 BOOM”... .free 
2. Your New Book “THE 1937 BOOM” free. i Confidential Inquiry 
3. Confidential Inquiry Privileges free. y Privileges ............. free 
eds RE ALE LUE MPU Vda CENGRYSES KbANS Reneseen. ose | 
Tee ae ne ROO TT Ene For $7.30 
I i ea eI ai i Na ail a tks kl . The Priee of One 
(C Check here if you want us to send Gift Card. sates See book described on 
Foreign Postage $1 a Year Additional I reverse side DE 
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Weekly Bulletin 


Our WEEKLY BULLETIN of eight pages 
is mailed every Tuesday. It carries con- 
tinuing recommendations on all of our open 
commitments—Trading Advices, Bargain 
Indicator, Unusual Opportunities, Long 
Term Speculations and the bonds and pre- 
ferred stocks in our Investments for 
Income department. It also contains up- 
to-the-minute forecasts of the Technical 
Position of the Stock Market, The Business 
Outlook, Trade Tendencies and many in- 
formative charts and tables. 
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Telegrams 


TELEGRAPHIC SERVICE is available on 
our three active market programs—Trad- 
ing Advices, Bargain Indicator and Unusual 
Opportunities. Clients throughout the 
country, therefore, can act on our rec- 
ommendations within a few minutes after 
they are selected and take advantage of 
important intermediate swings. No extra 
charge is involved except the actual cost 
of wires which are transmitted in our 
Private Code for secrecy and economy. 
Every telegram is confirmed by a bulletin 
mailed the same day. 





Consultation 


Our PERSONAL SERVICE DEPART- 
MENT will analyze your present security 
holdings. After weighing the nearby and 
longer term prospects of each issue sub- 
mitted—its technical, fundamental and 
inflationary position—and with due regard 
to your individual needs and objectives, 
we will advise you what changes to make. 
You will then be in a position to follow 
our definite recommendations kept under 
our constant supervision. These consulta- 
tion privileges will be open to you through- 
out your entire enrollment. 
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As latest estimated earnings reports are studied, the broadness of 
our recovery becomes all the more impressive. Fundamentals in- 
dicate that we are clearly headed for a business boom with selected 
securities offering exceptional profits during 1937. The outlook 
justifies placing a substantial proportion of your funds in sound 
common stocks. 


In order to benefit materially from the investment and trading 
opportunities of a decade which are developing right along, you 
should have at your disposal the complete and continuous service 
provided by THE INVESTMENT AND Business Forecast. Our service 
during the year ahead can bring you protection and profit worth 
many times our moderate fee. 


35314 Points Profit This Year 


We are glad to report this profit on closed transactions alone . . . 
after deducting losses. In addition, commitments carried in our 
open position show 12414 points profit with only 314 points loss 
...a ratio of over 38 to 1. This record ... our successful results 
year after year ... are your assurance of satisfaction and profit 
through our counsel. 


Enter your subscription to the Forecast now and you will be 
advised of several stocks that offer quick and outstanding profits. 
We are now recommending three active issues—average price 
under 49—as Trading Advices; three dividend-payers—average 
under 48—in our Bargain Indicator; and three low-priced stocks— 
average under 19—as Unusual Opportunities. 


By taking advantage of our current special offer, you 
may profit through these advices before your sub- 
scription officially starts on January 15th. Attach your 
remittance to the coupon below and mail at once. 





SERVICE TO START AT ONCE BUT DATE FROM JANUARY 15, 1937 





THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 
90 BROAD STREET Cable Address: Tickerpub NEW YORK, N. Y. 


I enclose $75 to cover my six months’ test subscription to The Investment and Business 
Forecast. I understand that regardless of the telegrams I select I will receive the complete 
service outlined by mail. ($125 wiil cover an entire year’s subscription.) 


Send me collect telegrams on all recommendations checked below. (Wires will be sent you 

in our Private Code after our Code Book has had time to reach you.) 

[ | TRADING 
ADVICES 


Short-term recommendations following important  inter- 
mediate movements. Three to four wires a month. Three 
to five stocks carried at a time. $1,500 capital sufficient 
to act in 10 shares on over 60% margin. 


[| UNUSUAL Low-priced common stocks that offer outstanding possibil- 
OPPORTUNITIES ities for market profit. Two to three wires a month. 


Three to five stocks carried at a time. $750 capital sufficient 
to buy 10 shares of all advices on over 60% margin. 


Dividend-paying common stocks with exceptional profit 
possibilities. One to two wires a month. Three to five 
stocks earried at a time. $1,500 capital sufficient to buy 
10 shares of all recommendations on over 60% margin. 


[| BARGAIN 
INDICATOR 


GE 2 4.0 a RTS Cae OWE 8 Oke 6 we Re Dele eee ae 


Address 






For prepaid telegrams deposit $10 ( For Air Mail deposit $3 
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STOCKS BONDS 
COMMODITIES 


Sent to Investors upon Request 


As members .of the principal 
exchanges we are in a position 
to be of service to you in the 
purchase and sale of Stocks, 
Bonds and Commodities. 

CASH OR MARGIN ACCOUNTS 

IN FULL OR ODD LOTS 

Ask for ‘‘Booklet M,’’ giving trading re- 

quirements and other information. 


J.A. Acosta & Go. 


Members 
New _ York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
New York Produce Exchange 
N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 
New York Cocoa Exchange 


60 Beaver St. New York 
Phone BOwling Green 9-2380 











Folder with Trading Requirements on 


New York Stoek Exchange 











OPENING AN ACCOUNT 
Many helpful hints on trading procedure and 
methods in our booklet. Copy free on request. 
sk for booklet MC6 
Any listed securities bought and sold 


CisHoum & (HAPMAN 


Established 1907 
Members New York Stock Exchange 





52 Broadway New York 








A CHEAP STOCK 
FOR LARGE PROFIT 


When HOUDAILLE HERSHEY ‘‘B”’ 
was selling at 6% we advised its purchase as 
“one of the most attractive low-priced specu- 
lations in the entire list.’ In less than a 
year it sold above thirty. This demon- 
strates the unusual profit possibilities in 
carefully selected stocks. 

We have selected another issue which also 
is particularly promising. It is a stock in 
which you might, in the months ahead, se- 
cure greater-than-normal profit. It is listed 
on the New York Stock Exchange. It will, 
we believe, sell much higher. Now, however, 
it may be bought at a very re: isonable figure 

The name of this stock will be sent to 
you absolutely free. Also an _ interesting 
booklet, ‘‘MAKING MONEY IN STOCKS.” 
No charge 





no obligation. Just address: 


INVESTORS RESEARCH BUREAU, INC. 
Div. 296, Chimes Bldg., Syracuse, N. Y. 








‘Odd Lots—100 Share Lots. 


Booklet M W 801 upon request 


John Muir& (0 


Established 1898 
Members New York Stock E tage 
39 Broadway New York 




















12 Dividend Paying 
Common Stocks 


Representing Twelve Different Industries 


List free upon request. 


Dunscombe & Co. 


Members New York Stock Exchange 
60 Broad Street New York 
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Rails 
1934 
A High how 
OS eRe 73% 45% 
Piinsiie Goatt Line... 6c cc sees 54%, 24%, 
B 
Baltimore @iOMO. 00.556. cic ccccees 34% 1234 
& 
Conedion Pacific...............s.00-- 181, 10% 
Chesapeake & Ohio................. 485, 391% 
C. M. & St. Paul & Pacific............ 81% 2 
Chicago & Northwestern.............. 15 3% 
Chicago, Rock Is. & Pacific.......... 6% 1% 
D 
Delaware & Hudson................. 73% 35 
Delaware, Lack. & West.............. 33% 14 
E 
RIT ary 6 ear ean rere 24), 93/4 
G 
Gonat Mosthem Pid... ............054 321% 12% 
H 
Hudson & Manhattan................ 121g 4 
1 
Illinois Central...................-55 38% 135 
h Rapid Transit........ .+- 17% 5% 
K 
Kansas City Southern................. 19%, 672 
L 
eee 21%, 9% 
Louisville & Nashville............... 62% 37% 
M 
Mo., Kansas & Texas................. 1444 43g 
og OP Oa rere 6 1% 
N 
+g eae 45% 183g 
Ni. Y., Chicago & St. Lonis........... 2642 9 
. Y., A eo 241%, 6 
Ontario & Western............ 115%, 4% 
Norfolk IR 2555 casa esseeane 187 161 
lo Sr er reer 36%, 141 
P 
EEE Cee EE Te 39% 20, 
co A! ee 27 10 
R 
PN cosine niece nice nes css seeds 56%, 35% 
Ss 
St. Louis-San Francisco............... 4% 1% 
St. Louis-Southwestern............... 20 8 
NMS ois 300656 so5.008e005% 33% 147%, 
BOUIN INS ooo ooo an ence n ce 36% 11% 
7 
SeGE BUM caSsikssk o> so canckone we 43%, 13%, 
U 
PONIES oc aassasccecaceorseese 133% 90 
WwW 
Western Maryland.................. 17%, 7% 
een eee 8 2% 





7 
Industrials and 
1934 
A High Low 
NID. 82 io ais o.oo d cheb ee ae 34% 16 
Sr 6 on oa 113 9135/4, 
SID os 5's c'6 450 54.0.818 09:05 .9-5:0 @ 165g 
cS eee Vg 15 
Allied Chemical Dye................ 1151 
Allis Chalmers Mfg... . . . ¥, 103, 
Alpha Portland Cement 111% 
Amer. Agric. Chemical (Dei.) er 251% 
American Bank Note........ pas 11% 
Amer. Brake Shoe & Fdy....... : 19% 
eS SCLC ee 901%, 
PA RE IU pois nscrsccenccs.cas 12 
II 5 201. go oso cos senses 46, 
American & Foreign Power........... 3% 
Amer. Power & Light......... 3 
Amer. Radiator & S.S.............--. 10 
American Rolling Mill............... 13% 
Amer. Smelting & Refining........... 301% 
Amer, Steel Foundries............... 101/, 
Amer. Sugar Refining................ 72 46 
ee (EY eee 1001/, 
ae a eee 89 67 
Amer. Water Works & Elec........... 1252 
ee! ly eee 36 
Anaconda Copper Mining........... 10 
NS 2 ee 31% 
no aa aebecewawd 211% 
NN IND og sas 4.4198 410,405 4 8 Oe 1614 
eee ee, Sees 3% 
B 

Baldwin Locomotive Works........... 16 4% 
EE EE Ore et 45%, 23 


When doing business with our advertisers kindly mention 


1935 1936 
High Low High Low 
60 3534 881/ 59 
37% 19% 48% 21% 
18 Th 26% ‘15% 
13% 85, 58%, 40% 
531% 37%, = 71734 51 
Vy 2% 1 
5y 134 4%, 2% 
25/3 Vy 3 1% 
43% 23% 43%, 36% 
1912 11 3% 147 
14 1% 181, 11 
35% 9/, 46% 32% 
5% 2%, 5% 31% 
22% 92 29%, 18% 
23% 8%, 18% 11% 
14 33%, 26 13 
1112 5 22 81/2 
6435/4 34 1027 5714 
6% 2% 9%, Sia 
3 1 4 2% 
2957/4 121, 495g 2794 
19 6 531%, 173%, 
8% 25 572 3 
6% 25% 7 7 
218 158 310% r) 
25% 131% 3634 23%, 
32% 17%, 45 281/, 
25 6% 41%, 21 
43%, 29% 50%, 35% 
2 % 3% 1% 
14 Ty 15 Th 
251% 123, 47%, 231% 
16% 5% 2535/4 12%, 
281 14 49 28 
111% 82% 1493, 108% 
101, Si 121 81 
3¥%8 1% & 1% 
e 
Miscellaneous 
1935 1936 
High Low High Low 
371 38 355% 17% 
73 1043, 8619 58 
201/g 1314 17% 13 
32 21 40% 26% 
173 125 245 157 
33% 12 71% 353% 
223/, 14 341, 19%, 
5734 41% 89 49 
4773/4 1314 55% 37 
421, 21 68 40 
149% 110 137. 115% 
33% 10 551% 30 
96 66 113% 87% 
9% 2 93%, 6% 
9%, 1% 143 7 
25/2 101 2734 183, 
32% 1534 37 2354 
64/2 31%, 103 5634 
251, 12 615% 20% 
70 5014 63% 48, 
160% 98% 190% 149% 
107 743%, 105 88% 
223/4 7%, 2734 191, 
6835/4 35% 7103/4 5254 
30 8 553 28 
6% 3% 7392 4% 
28 2014 35% 26% 
45% 15 541, 26% 
5%, 2%, T%, 472 
65 1% 113% 2% 
6635/4 37% 221%, 163, 


THE MAGAZINE OF WALL STREET 


Last  Div'd 
ale $ Per 
12/9/36 Share 
74, jee 
41 t 1.00 
221% 
54% dias 
681 72.80 
1% sake 
3% 
2 
46) 
19 
155% 
4112 
4, 
247%, 
121/ 
191% 
2012 sieasd 
95% 16.00 
7% 
3% 
44% 
421/, 
4h 
51% mae 
7 +8.00 
27% ine 
40% {2.00 
35 re 
45 2.00 
2, 
12%, 
3 
23% 
42 
130 6.00 
9 
2 
Last Div'd 
. Sale $ Per 
12/9/36 Share 
2714 11.25 
78% 711.00 
14 7.60 
37% 11.40 
231 6.00 
11% 11.50 
31% {1.25 
86% 14.00 
39% 11.00 
65 72.00 
118% 14.00 
5414 eee 
100% 14.00 
71% - 
111% eee 
231 4 
343, 11.2 
96 /3.00 
5834 11.00 
56% 2.00 
188% 9.00 
98%, 5.00 
25% 1.40 
68 14.00 
49 +1.00 
6 sie 
3034 11.00 
321% sees 
6% 
10 een 
19 t.75 
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Beatrice C 
Beech-Nu 
Bendix A 
Best & Co 
Bethleher 
Bohn A 
Borden C 
Borg War 
Briggs Mf 
Bristol-M‘ 
Burroughs 
Byers & 


California 
Canade ; 


Case, 2 

Caterpille 
Celanese 
Cerro de 
Chesapee 
Chrysler 
Coc3-Co 

Colgate-! 
Colum. 
Columbi: 
Commer 
Comm. |! 
Commer 
Congole 
Consolic 
Consolic 
Contains 
Contine! 
Contine: 
Contine! 


Cutler-F 


Derre & 
Diamon 
Distille 
Dome | 
Dougla 
Du Por 


Eastmar 


Freepc 


Gener 
Gener 
Gener 
Gener 
Gener 
Gener 
Gener 
Genet 
Gillet 
Glidd 
Good 
Good 
Great 


Heck 
Herst 
Hom 
Huds 
Hupr 


jndus 
[nger: 
jnterr 
jnterr 
nterr 
nter 


John 


Kelv 
Kenr 
Krog 


Lam 
Lehi 
Libt 
Ligg 
Loe 
Loo 
Lon 
Lori 


Mai 
Ma 













































Price Range of Aeti N 
r g etive Stocks 
es e 
Industrials and Miscellaneous (Continued) S i OCKS 
Div'd 
§ Per 1934 1935 1936 Last Div'd ks ab 
Shar a a Se are stocks a buy now? 
2 4 B High Low High Low High Low 12/9/36 Share | 
a Beatrice Creamery............... ... 19%, 10%, 20% 14 28% 18 26% 1.00 
Beech Nut Packing. Wotestaai en astéias's.de a4 _* + ne 103% 85 105 14.00 | 
oe Bendix Aviation..............+..05: ‘a /a, 241, 11% 3234 215 271 11.50 | 
bet 8 ‘ye nae Siete eae Caleiniee bag Os eels FF He sme as 763 oa aia “9:50 | 
Seer rrer ore a ‘8 ‘8 76% 45 72 11.50 | 
mr Bohe — Pies isve Riera testa tcla tes 374 pes po 39% we 41 : 45 “ “3100 | 
E BMETIOD 5 555.'0'e 50s nie'v.o's's = sivie.s 619.0 'n0 /s, 8 Ty 21 32348 255 265 1.60 
= Bas Warner neo 31% 16h 1h 38% 904 64 844, 4.00 | 
isles Wags Mg... 25 eee c esse ccceneecens 8 ‘ lo ‘g 43 59 +2.00 | 
ey: SONS a aR 3716 42 30%, 50% 41 a” 42.40 | 
Burroughs Adding Machine........... 19%, 10% 28 13%, 34% 25 29% +.60 = greater days to come? 
pyers & Co. (A. M.)..... 2... 0000s. 32% 13%, 20/2 1134 2714 161% 244 ws 
Califomia Packing: ............... . 44, 183/, 421, 301 44); 301 433 1.50 & 
Canada Dry Ginger Ale.............. 29% 121% 17%, Bi, 20%, oe po 4 eo 
a een ; a Le OO TRO Ee Pe oo = peti 186 92% 151 4.00 | 
Sa Sees Is 36% 91 543%, 838i, 72.00 
RU NI sis alk sis winctia, 2's sine ses 44, 171% 353% 191 321%, 2134 a7%, $1.50 | 
_ de ng Copper. ee lo reap pet + ta os? 385, 74 4713/4 69 4.00 | 
esapeake Corp........... rer g 6114 36 100 59 84 3.00 
PRS sch tas tees save sig 3 y y x i i 
one er ive Saka tay tae’ ba” aasy “tac00 |__| -choosingfromthis group? 
Colgate-Palmolive-Peet............... 181/, 93/4 21 151% 20/0 13 17% +.50 | 
Colum. Gas & — EY Seen 19%, 6% 153% 33% 23% 14 1712 t.40 | i 
nl BG Sy ‘se’ Sem ‘eh 42 ‘seh fase | 
Pare tic wae ; Is, £ o ‘g 68 4.00 
ie ME... ....... 2. cccccec, 61 35%, 72 56% 91% 55 79 14.00 | 
Commercial Solvents......... ar 333% 15%, 23% 161% 24% 14%, 161/, +.60 
Re rer ree 3534 22 27 45%, 441 30%, 343 1.60 | 
ne Consolidated Edison - Me Wascnnceers 47132 181, 34%, 15% 487 271, 45%, 12.00 
5.00 Sa. on... . 14%, 7% 12% 6% 15% 11% 14% +.60 | y 1 
‘ontainer Corp. PS aae sien ias ae Bree 2 1 c) 5) i 
oe wi, BE fy BE Be SE ie | | ~OuHookfor’Accossories'? 
en me ar Bh a, Be he ie 
were ees eseresccceene /4, ‘e [, 8 3 1.50 
Com Products Refining............... 5514 183 60 824 63% 69% $3.00 
Crown Cork & Seal...............4.. 1834, 48%, 23% 911% 43% 743, 14.00 
GevHowmets co.cc + re a ie a 
Terr ree ereee yee ‘4 lA * 
i D 
00 RMR i Sten ia go t's wie epee 101, 58%, 225%, 1011% 52 95%, a 
ee ee SRG e eee 21 41 261 401 301 3114 11.50 
ore emg somone 8% 3814 1352 34%, 181, 255% oie | 
ome Mines Ss ; 32 44) 34) 611 1 3 | 
00 Douglas SS GS ea 14, ped ret 4 rates pe, 74 — —how to hedge yourself? 
+e Du Pont de Nemours......... sien 80 14614 86%, 18434 133 18114 $6.10 
E | Be 
00 —_ pg ese espe a yr er 185 156 177% 75.00 
ED icra o a4 she siaareasewse 5 8 19 47) 303 43) 2. 
Elec. Power & Light................. 2% Ih 1% pi, oy aa « se 
oy ree Battery... 34 583, 39 5514 423, 425, $2.75 
ndicott Johnson Corp... . 45 66 52%, 69 53% 56% 3.00 
F 
PE UR cies cies codedseeews 1834 7 3914 17 1703/4 343, 63% 11.00 
yaw Tire &Rubber.............. 251%, 1314 251% 131% 3614 24 35 2.00 
fiat . — Pe ocisu tere eens = eu on “ap sep nM pb, +2.50 
A PO CPE Te Che £7 ‘g ‘g ‘gS 4, eters — H 
0 Freeport Texas.......... eee: 2114 305% 17% 3558 231% 261% 1.00 your 1937 bond policy? 
G | 
Generai American Transpt............ 435 30 y 5 y t ee 
RSNA) DAMIAN... 2s. se cscs eee es 4332 61 133 7 20 pred 218 sar | 
Seotpege ccc Be ae ae a ee | | Woite for th 
Ben td ce svete asia eow-eaiacese g ky (7 -80 
elt a By BR Oh OR Hh ty ae EER 
Lede eee tee 'g ‘g 'g 53% 681% 4.50 
General Railway Signal. . cosaniedea See 2314 41%, 15% 52 321% 513% “1.00 —sent to you gratis 
General Refractories................. 23% 101/, 33%, 16%/, 5935/4 331/, y t | 
Gillette Safety Razor... + Sip > Be 6 6 Ue (Ua fee 
6 _. ROR ors ||. 15% 4914 23% 551% 3934 401, 2.00 
Fi Goodiich Co. (B. F. > 98 141% 7% 32% 13% 31% {1.00 | 7 
; a Tire & cae os, 1814 26% 153% 31% 2154 28%, ee a 
. neat Western Sugar........... :. 38% 5 34% 26% 41 31 38% 2.40 | a epo Ss 
H | o§ S 
SUOEMMIB ENON 6 5555.00 sss soeeoss era 1 3 3 5 y . 2 
De eee i. i S222 2 
lomestake Mining.................. 4301 310 495 338 — i i 
Hudson Motor ghee retinue he gis bceaarune 2ayh 6% 172 6%, 730% 413% “19% — - = . ey ee eee > 
Hupp Motor Car.................... 7% 1%, 3%, Yq 314 1 2 co F “a ligation the reports you 
| mention. 3) 
. a 
industrial Rayon. . 1934 363%; 231/ 413; 255; 4 a 3 
| 8 ‘9 ) 8 38144 11.68 | 
ngersoll-Rand 4912 601% 147 106 133 +2 | a Nam ° 
international Business Machines... . 131 1901/4 1491, 194 160 1931 16.00 | E iain ai - 
jnternational Harvester........ jesces Me 23%, 65/3 344%, 101% 5652 981 2.50 ® el 
jtemational Nickel. .... pete 291, 21 41, 229%, 66% 43%, 6134 11.30 w Address ...--ceereeeee------- 3 
international Tel. - De ieie discal tenlaseay. a 71h 14 5% 1914, 1114 1234, ee - H 
Reis eRe EARS E IP TE 
lohns-Manville. . e eT ..-. 66% 39 991, 38% 144 88 142% 13.00 TT TT iv iltility1tititiittt ee s 
ewer TEES ad aaa ae aie 21% 115 18% 10%, 25% 14%, 21% 7.50 
eye ee dlele 23%, 16 3034 1334 6332 281, 573%, {1.70 — we 8 
ger Grocery & Baking............. 33% 2314 3214 22%, 28 193/g 23 1.60 | 
L ° 
roma ot ne Ne ; diet ee 22/4 28/2 2135/4 2637/4 15% 191 2.00 Endicott Johnson Corporation 
ibe SSE See LPO ee 78 681%, 95%, 67% 12334 89 121 13.00 | _Tbhe Board of Directors has declared a dividend 
ey-Owens-Ford. . Sis Aghwee 43% 221% 491/, 21% 801/, 47'/, 75 13.50 | No. 7 sev y-Fiv y $.75 
Liggett & Myers Tobacco B. 111% 74% 120 3 i, . . { +4. ee ey ey oP 
ee er ess toe /s, 42 4 94% 115 97 103% 74.00 the Common Stock and a dividend No. 3 of One 
AEE Sibeieercaneee 37, 20% 55% 31%4 6514 43 64% 12.00 Dollar and Twenty-Five Cents ($1.25) a share upon 
aoa iles Biscuit. ‘ ccs Me 33% 415% 33 45 383, 41'2 2.00 the Preferred Stock, 5% Series. Both dividends are 
1 ar Cement....... i sivecce S706 183; 36% 22% 61% 351% 5834, +2.00 payable January 2, 1937, to stockholders of record 
es eee -.. 22 1534 261/o 18% 261 211 2314 +1.20 at the close of business December 18, 1936. 
‘a Checks will be mailed by Irving Trust Company, 
Mack Track “as - 3054 185 an, oon oe ite Dividend tse gly Agent. 
Cee eC MEER eee 'g ‘g Z 'g 9 A IOWARD A. SWARTWOOD, Se 
SR oe ee 62% 354 S74h 30% «S14 AO «56% ~—«2.00 December 7, 1936. rer See 
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What 1Z Stocks 


Do Experts Favor? 


DurinG the past 
four weeks the stock recomnienda- 
tions of leading financial authorities 
have centered about 12 issues. The 
names of these favored stocks and 
the prices at which they are recom- 
mended are given in the current 
UNITED OPINION Bulletin. 


Experience has shown that stocks rec- 
ommended by three or more financial 
experts almost invariably show better 
than average appreciation. 


To introduce to you the UNITED 
OPINION method of stock forecast- 
ing—so successful during the past 
16 years—we shall be glad to send 
you without obligation this list of 
12 outstanding stocks—a list avail- 
able through no other source. 


Send for Bulletin W.S. 51 FREE! 
UNITED BUSINESS SERVICE 


210 Newbury St. ~ re Boston, Mass‘ 











BRIGGS 


r 

i 

| 

: MANUFACTURING 
| e COMPANY . 

! ae 

| Dividend on Common Stock 
Directors of Briggs Manufacturing 
{ Company have declared an extra 
! cash dividend of one dollar ($1.00) 
! per share on the outstanding non- 
- par value stock of the company, 
i payable December 21, 1936, to stock- 
| holders of record at the close of 
| business December 11, 1936. 

1 ‘ 


a ee a a a a a 

















KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 


‘ODD LOT TRADING’’ 
John Muir & Co., members New 
Stock Exchange, are distributing 
booklet to investors. (225) 
‘*TRADING METHODS’’ 
This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 
MARGIN REQUIREMENTS, COMMISSION 
CHARGES i 
J. A. Acosta & Co., have prepared a fold- 
er explaining margin requirements, com- 
mission charges and trading units. Copies 
gladly sent investors and traders. (939) 
MAKING MONEY IN STOCKS 
This booklet, issued by Investors Re- 
search Bureau, will be sent free to in- 
vestors upon request. (953) 
UNITED BULLETIN 
Bulletin giving definite advice on leading 
stocks is issued by United Business Ser- 
vice. Free copy sent on request. (954) 
MARGIN REQUIREMENTS 
McClave & Co. have prepared a 
explaining margin requirements. 
will be sent on request. (891) 





York 
their 


leaflet 
A copy 
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New York Stock Exchange 
Price Range of Active Stocks 


Industrials and Miscellaneous (Continued) 


















1934 1935 1936 Last ah 
= ale $P 
M High Low High Low High Low 12/9/36 sect 
Se Cee _ 23% 33%3 So 23%yes—idNYQs«sATKR «=: 40H%HMP_—_ 1.50 
May Dept, Stores. .........5.2.0000¢ 453%, 30 573%, 35% + $=‘%1O 43% 66% 3.00 
Mcintyre Porcupine................- sor 3014 45% 33% 493g 38g 391 2.00 
McKeesport Tin Plate................ 951g 79 131 90% 11814 85 91 $5.50 
Monsanto Chemical................. 96) 39 943, 55 103 79. ol 71.00 
Montgomery Ward & Co............. 35% 20 40%, 213%, 68 35% 65% 12.00 
N wii 
RAY ee ea 321/ 1256 191 11 21%, 15 61 1.00 
SEMIN 650 is 95 52a ne snes 49% 25%, 36% 22%, 383%, 28% 32% 1.60 
National Cash Register............... 23% 12 2314 13% 325 21's 30% $1.00 
National Dairy Products.............. 183, 13 221, 124% 28%, _ 23% 11.50 
National Distillers................... 31% 16 341% 23%, 3334 HH /g 31 2.00 
21) LS Season pie ee oe a 36% 26% 35% 7.50 
National Power & Light 6%, 14% 44 14% 9% 11% -60 
National —. ee 4414 ted Se = 4 i 4 
N. Y. Air Brake. 11% 36% (1 9 2 72. 
North American 10%, 28 9 35% 23% 31% 711.00 
fe) 
ANWR ss aresesineas-sccss000 SURD 12% 2672 11% 20%, 12% 16% 
P 7 
Pacific Gas & Electric................ 2314 123; 315 131% 41 3034 36 1.50 
Pacific CO eee 7 205, 56 19 583%, 47% 47% 12.40 
Packard Motor Car...............00: 652 23, 7%, 31% 133 6% 11% 1.45 
Paramount Pictures.................- Tas ee 12 8 23% 1% 2234 ae 
SO er 67 445g 1 6414 73 60 64 $3.00 
PIR ia sis goad cane annes 74%, 51%; 8434 5714 112% 69 100 17.25 
PR EDEDR Sos. 5's.6i5s sso 5s vse 187%, 13 i, 281/, 12% 553%, 25% 52% 11.25 
Phillips Petolewm.................+ 20%, 13% 40 133%, 493%, 38% 471%, 12.50 
Pillsbury Flour Mills................. 34% 181 38 31 37% 28%, 29% 1.60 
ee eS Seer er rae 443 334% 53%, 423/, 54% 40%, 53% +1.50 
Public Service of N. J...............- 45 25 463, 203g 50% 39 48% 72.40 
DNR CeGauciahwskasesaesesiccn 593% 351% 52% 29 6534 36% 6114 1.50 
: Ya Ye 
Radio Corp. of America.............. 91 4% 13% 4 14, 9%, 11 aaae 
Radio-Keith-Orpheum............... 4, th 6 1% 10% 5 Se. 
cases gh ton = I ee Gecbabswssenaeron : +4 ou 20% : eens i = Me t.60 
SS reer 5% 4, i, (J (J sees 
Reynolds {R. “ Le «i eee 53% 39%, 67 551% 34 2214 27%, +1.00 
: Ye 12.00 
ee oe ee 57 Bi, 46 315 49/2 27 43%, 2. 
een a eee 38% 171% 56%, 22 55/2 37% 52% 73.00 
_ Oo SASS 51% 831 69% 31 101% 59% 96% 12.00 
a cscassacecstensas 4% 17 The 31% 15% 2 11.00 
Shell OS eee 13% 6 161/ 51% 28 143, 2558 1.25 
Socony-Vacuum Corp............... 19% 1214 15% 10% 171k 12% 16 1.70 
Soy OL See eee 221, 101, 27 10%, 321% 25 29% 1.50 
SORE DRY DUEM 6 6.5:0550:05 00000588 16%, 64 84 43% 114% 63 1091 5.00 
CES | OS Serre 25% 171% 19g 121 181, 14% 15% 7.80 
SE ELK eee 42%, 261 4114 27%, 47% 35 41 11.00 
eS ee ae 32%, 2314 33%, 23 45% 3234 434%, 71.00 
Seated RON GEM, F,.....6...0000505 50%, 391%, 52% 35%, 10% 1% 661% 71.00 
ee 661 41% 68 583/, 781 65 723, + 1+3.80 
SS ee 10%, 4% 18% 6% 24% 16% 18% °# 1.50 
ee rr er 1314 3% 15% 24 26%, 14% 24% +25 
RMN oc cosieia sv ctocrakvcswane.e 74 511% 77 6014 1 2 76% 11.00 
: Vi }.1 
Re ce cane ealaaes 2934 195g 01, 161 11%, 55% 101%, 15 
ee 43%, 3 3634 28%, 4434, 33 401, 712.00 
Tide Water Assoc. Oil.............. 143, 8 15% 77/3 21% 14%, 20 ‘ 60 
Timken Roller Bearing............... 41 24 72 287 74%, 56 71% 2.00 
ee rear 6%, 3 8%, 1% 12 7% 9% 1.50 
Twentieth Century-Fox............... Shs 47g 13 385 221 371% 12.00 
U 
Underwood-Elliott-Fisher............. 58% 36 8714, 53%, 99 7145/2 85 12.87% 
Union Carbide & Carbon............. 50%, 35% 7534 4 1051/4 71% 1021 3.20 
OS. ere 201 11% 24 1434, 281 20%, 24% 1.00 
SE REIT. cao cscbcus00 serene 1514 8g 303% 9%, 3234 20%, 27% 1.50 
Ms S55). 5 Sah nae oss 0s oe 50% 35 78 6 9634 68 86% (3.00 
United Corp Dea t cee oA 8%2 2% 73/4 1th 9% 53% 6% 1,20 
oS SSS | a aegis eee 37% 21%, 4554 203, 48%, 40%, 444%, 3.00 
United Fruit...... 77 59 925%, 601 87 661% 82% 73.00 
United Gas imo. 20% 11% 18% 9%, 19% 14% 143% 1.00 
U. S. Gypsum......... 5114 34%, 87 401 125%, 8014 1191 {2.00 
U.S. Indust aaa 645, 32 50% 351% 59 3114 3934 er 
U.S. P. & Fdy... 33 151% 227% 1434, 58% 21% 5742 1.50 
A NE is ooo canoes ae -. 24 11 17% 9, 483, 163/, 46 esse 
us Smelting, Ref. & Mining......... 141 965%, 12414 913%, 103%, 72%, 90 10.00 
RNG SSG Glassen cincaeshonuc 59% 293g 50% 27% 19%, 46% 753% wee 
U.S. Steel ch cschca wkkannutese- 99% 674 11914 3% 15434 115% 13972 7.00 
Vv 
WH cw d sb bos cosa <s sce iueese 31% 14 21%, 111%, 27%, 161%, 24, 
Ww 
Warner Brothers Pictures.............. 8, 25%, 10%, 2%, 181, 9%, 171%, oe 
Wate Union Tel........cccccccces 6674 291 7714 20% 961, 72 8534 12.00, 
Westinghouse Ais Brake.............. 6 15¥e 353%, = 18 48% 343%, 45% 11.87% 
Westinghouse Elec. & Mfg............ 41%, 27% 983, 325% 153% 94% 145% {5.50 
SOMNN: ress shbcnsa ses oscae's's 55% 41%, 65% 51 71 443, 6434 2.40 
Worthington Pump & Mach........... 31% 131% 251%, 1134 3614 231% 331% vas 
Wetgley CWai., 32.) .0.0.60sccccsseres 76 54 82%, 73% 79 63 75 13.00 


* Accumulated Dividends. 


t Annual Rate—not including extras. 


t Paid this year. 


a—Ex. Dividend. 
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Understanding Today's Mar- 
ket Fluctuations 





(Continued from page 303) 


branch of the industry is thus mak- 
ing rapid strides, and the manufac- 
turing branch is benefited further by 
military orders in a world engaged in 
the greatest armament race of all 
peace time. 

Market interest in the petroleum 
section of the list has been stimu- 
lated by continuance of the record 
demand for oil products, recent ad- 
vances in the prices of crude oil, 
and the consideration that the oil 
companies can get tax credit for 
depletion charges, and, therefore, 
are not forced to pay out as large 
a proportion of their earnings in 
the attempt to avoid heavy undis- 
tributed-profits taxes as in the cases 
of most other industrial organiza- 
tions. The oils as a group had been 
lagging the general market until 
quite recently. From the technical 
angle this should always be consid- 
ered, inasmuch as it suggests that 
the stocks are held more strongly 
than would be the case after a long 
and substantial rise. Recently “ris- 
ing bottoms,” “triangles,” “head 
and shoulders” bottoms, and “double 
bottoms” have been characteristic 
of the market action of numerous 
oil stocks. These gradually unfold- 
ing formations in the price move- 
ment have been accompanied in 
most cases by declining turnover, 
tending to confirm the building up 
of underlying technical strength now 
breaking out on the surface in a 
fairly vigorous group movement. 





As I See It! 
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too realistic to believe that only a 
King, adhering to all the prescribed 
virtues, can make a good ruler. On 
the contrary, able men are invari- 
ably independent in thought and 
action—they recognize that rules 
are made for the masses. And mor- 
als now, as even centuries ago, are 
a matter of geography. 

The world today is led by pro- 
gressive and radical thought. Mrs. 
Simpson’s status as a divorcee is 
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By As Little As 
3/100,000 Inch 


MEASUREMENT that is finer than the 

one-hundredth part of a human hair. This 
man measures the expansion, by heating, of a 
piece of metal. If this expansion deviates by as 
little as 3/100,000 inch from the expansion of 
the material it is to match, only failure can 
result. Such precise measurements made pos- 
sible the new all-metal radio tube. 
Measurements of equal precision, in General 
Electric laboratories, are fundamental to the 
further development of quality in design and 
manufacture of all General Electric products. 
Careful measurements made possible the her- 
metically sealed G-E refrigerator, with its 
lifetime dependability and its low-cost opera- 
tion. Precise measurements, by G-E scientists, 
of electric currents in vacuum tubes have led 
the way to present high standards of radio 


reception. 


These are but a few examples of the contribu- 
tions of scientific research and engineering in 
General Electric laboratories in Schenectady— 
contributions which have stimulated new in- 
dustries, increased employment, and provided 
greater comforts of living. 


G-E research has saved the public from ten to one hundred 


dollars for every dollar it has earned for General Electric 
96-216M2 


GENERAL @ ELECTRIC 

















different from what it would have 
been twenty years ago. The mod- 
ern idea is more and more to put 
women on the same basis with men 
in their private relationships. 

The matter does not end with 
the King’s abdication. The power- 
ful ruling class, in the position to 
force Edward, have stirred up ani- 
mosity and distrust which may well 
bring revolution in England. Un- 
friendly nations will find it a more 
fertile field for their radical propa- 
ganda. It remains to be seen 
whether those in power will have 
the wisdom to mend their fences to 
stave off this possibility, or whether 
having won such an easy victory, 
they will rest on their laurels in the 
belief that they are invincible. 





Answers to Inquiries 
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gree, we believe that such expenses 
may be dealt with as “non-recur- 
ring” and we would not permit that 
fact to unduly becloud an other- 
wise, quite clearly defined, favor- 
eble prospect. We would suggest 
continued retention of your hold- 
ings on a longer term basis. 





R. H. Macy & Co., Inc. 


I purchased 100 shares of R. H. Macy at 
49. I am wondering if I ought to take my 
profit, or if it would pay me to take this 
stock up for investment and the possibility 
of greater income.—O. A. J., Lansing, Mich. 


Increased consumer purchasing 
power and better conditions sur- 
rounding retail trade are understood 
to have enabled R. H. Macy & Co., 
Inc., to show a large improvement 
during the current fiscal year. These 
factors also indicate that December, 
usually the best month of the year 
because of holiday trade, will reach 
a new peak. Ordinarily it is to the 
advantage of the stockholder to li- 
quidate funds before a_ seasonal 
peak is reached but in this case, due 
to the fiscal year ending on January 
31, and the probable excellent earn- 
ings statement and possible extra 
dividend at that time we question 
the advisability of such action now. 
The 1935 fiscal year report showed 
earnings of $1.83 a share against 
$1.95 a year earlier. Wider profit 
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margins will also probably aid a re- 
versal of this downward trend and 
place earnings well above 1935 lev- 
els. Macy has always been noted 
for its aggressive merchandising 
policy which has always proven suc- 
cessful in meeting competition. It 
has great drawing power in the fact 
that sales are conducted on a cash 
basis only, thus enabling sales to be 
consummated at 6% less than or- 
dinarily. Odd price marking of 
merchandise is an important psy- 
chological sales practice. The com- 
pany, although it carries a complete 
stock, benefits greatly by quick 


merchandise turnover. Thus, in- 
ventory write offs are minimized 


thereby strengthening the financial 
position considerably. Therefore, 
the possibilities of increased earnings 
resulting in further appreciation are 
felt to be too acute to warrant li- 
auidation of holdings at these levels. 





Continental Can Co., Inc. 


I am concerned about my Continental 
Can. It has not been acting well in the mar- 
ket, and I note that profits for the twelve 
months to September 30 were below last 
year’s. Do you consider the outlook such as 
to warrant my holding this stock?—P. A. P., 
Denver, Colorado. 


Due in no small measure to the 
restrictive influences of drought con- 
ditions upon the demand for food 
containers, earnings of Continental 
Can Co., Inc., during recent years 
have failed to record the progress 
which otherwise doubtless would 
have been possible. In order to les- 
sen the organization’s dependence 
upon the size of food packs and con- 
tainers therefor, however, the com- 
pany has developed a market for 
other types of containers, such as 
those used for beer and oil. This 
division of the business is experi- 
encing an excellent growth, while 
increased construction and home re- 
novation may be expected to find 
reflection in a greatly increased de- 
mand for paint and varnish con- 
tainers. Despite the smaller food 
pack this year, it is unofficially es- 
timated that Continental will report 
earnings for the full year approxi- 
mating those of 1935, when the 
equivalent of $3.95 a share, on the 
basis of the present outstanding 
stock, was recorded. While it is, of 
course, impossible to predict at this 
time the probable demand for vege- 
table and fruit containers next year, 


a return to more normal crop con. 
ditions would certainly prove of 
tangible benefit to the company, 
Furthermore, the progress already 
made in developing new lines for 
industrial containers likely will be 
greatly extended as general business 
conditions improve further. It js 
cur opinion, therefore, that further 
patience on your part will prove the 
best policy over a reasonable period 
of time. 





Mathieson Alkali Works, Inc. 


It is my impression that Mathieson Al- 
kali is a market laggard when I see the ad- 
vances made by many other chemicals. | 
would appreciate your views as I hold 200 
shares of this stock. Are higher quotations 
an early possibility?—R. C. B., Schenectady, 
fe 6 

You are correct in your impres- 
sion that Mathieson Alkali has 
lagged behind many other chemicals 
in the market, but we do not feel 
that this action indicates that the 
future of the enterprise is not satis- 
factory. The products of the com- 
pany are widely used in a number 
of important industries, including 
paper, rayon, glass and soap, and 
while the price structure has not al- 
ways permitted satisfactory profit 
margins, this situation has improved 
over the past year. The report of the 
company covering the nine months 
ended September 30, 1936, shows 
net income of $1,202,372 equal, af- 
ter preferred requirements, to $1.30 
a share on the common. stock, 
against $978,892 or $1.03 a common 
share in the like interval of 1935. 
The company’s newly constructed 
Lake Charles plant is said to be 
meeting expectations and while this 
major unit may not contribute 
much to earnings over the near 
term, its favorable location and ef- 
ficiency should ultimately justify its 
cost from an earning’s standpoint. 
Sales of soda ash are expected to 
improve in line with greater demand 
for glass accompanying increased 
building activities. The petroleum 
refining industry is a large customer 
of the company and with consump- 
tion of gasoline expected to reach 
another all time peak next year, 
Mathieson sales to this industry 
should show further growth. As a 
matter of fact, the large number of 
different industries employing soda 
ash, caustic soda and_ chlorine, 
would seem to assure the organiza- 
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tion of further increases in volume 
sales in line with expanding general 
business conditions. Moreover, it is 
generally conceded in the trade that 
the price structure will remain firm 
and possibly show some increase. It 
seems to us, therefore, that at cur- 
rent levels retention is logical. 





Frank G. Shattuck Co. 
lam told that Frank G. Shattuck Co. has 


experienced a sales gain of about 10% this 
year, thereby nearly doubling per share prof- 
its on its common stock. On this basis do 
you consider the stock still attractvie. Would 
you realize now?—A. J. F., Boston, Mass. 


Demonstrating its ability to bene- 
fit from the more liberal spending 
policy of the public, which is accom- 
panying improved business condi- 
tions, Frank G. Shattuck Co. in the 
first nine months of 1936 earned the 
equivalent of 38 cents a share on its 
capital stock, against 11 cents a 
share in the like interval of 1935. 
In view of the excellent outlook for 
the company’s fourth quarter busi- 
ness, it is apparent that the showing 
for the year as a whole will be the 
best since 1931 when the equivalent 
of $1.54 a share was reported. Even 
that figure, while it compares fa- 
vorably with the 42-cent per share 
average for the years 1932-35, is 
well below the 1929 showing of $2.60 
ashare. In addition to a quarterly 
payment of 12 cents a share on the 
stock, directors recently voted an 
extra payment of 50 cents a share. 
This payment probably was due at 
least in part to the tax on undistrib- 
uted earnings, but it is an indica- 
tion of the earnings improvement 
beng enjoyed by the company. 
Given further recovery of general 
business conditions, the demand for 
the quality goods for which the sub- 
ject organization is noted should 
enable it to show further worth- 
while gains in net. On that basis 
further retention of holdings is de- 
sirable, in our judgment. 





Standard Brands, Inc. 


As a new reader of your magazine I would 
bke to avail myself of the privilege of ask- 
ing your frank opinion of Standard Brands. 
T have held this stock for the past four years 
without seeing any sizable advances, and I 
would like to know if any such action is pos- 
sible—L. H. R., Houston, Texas. 


As has been the case with almost 
the entire list of so called “food 
stocks,” Standard Brands has been 
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The Nation’s Calling List 


The telephone directory is the nation’s calling list. 
Millions refer to it daily—in homes, offices, and public 


More than 12,000,000 names are listed in the 
directories of the Bell System’s operating companies. 
And you can go straight to any one of these mil- 
lions easily, quickly and economically—by telephone. 
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restricted marketwise by the in- 
ability of the company to carry 
through to net the improvement en- 
joyed in volume business since the 
depression low. Competition in the 
packaged goods field has made it 
difficult to raise prices commensu- 
rate with the increase in raw mate- 
rial and labor costs, without  seri- 
ously affecting volume — business. 
Report of the company covering the 
nine months ended September 30. 
1936, revealed earnings equal to 86 
cents a share on the common stock, 
after preferred requirements, against 
69 cents a year before. Reflecting 
the better earnings position, direc- 
tors restored the $1 annual divi- 
dend rate recently, having increased 
the quarterly payment to 25 cents 
from the 20 cent quarterly rate paid 
since October, 1935. Financial po- 
sition of the company remains out- 
standingly strong, while capitaliza- 
tion is most conservative, there be- 
ing only 70,631 shares of $7 pre- 
ferred preceding the 12,645,415 
shares of common. Given further 
improvement in the general busi- 
ness situation and in the buying 
power of the public, Standard 
Brands should be able to show at 


least further moderate earnings 
gains. The organization is geared 


to handle large volumes without ma- 
terially increasing costs and it may 
yet show greater earnings improve- 
ment. Considering the current 
return obtaining on the issue to- 
eether with the earnings trend, we 
feel the stock should gradually work 
higher in the market. 





Warner Bros. Pictures, Inc. 

Do you believe Warner Bros. Pictures still 
possess attractive speculative appeal? With 
earnings of $3,177,313 just reported for its 
recent fiscal year as compared with $674,159 
previously, it is my opinion my shares should 
continue to do better—E. D. M., Indiana- 
polis, Ind. 


The splendid improvement in 
earning power revealed in the com- 
parison of the annual report of 
Warner Bros. for the fiscal year end- 
ing August, 1936, compared with the 
preceding fiscal year, illustrates the 
ability of this enterprise to recover 
substantial earning power, given fa- 
vorable conditions. Granting con- 
tinuance of the improvement which 
made possible the 1936 report, dur- 
ing the coming vear, there is every 
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reason for anticipating equally satis- 
factory results in the future. As a 
matter of fact, it seems fair to as- 
sume that earning power will im- 
prove in the current fiscal year not 
only because conditions are likely 
to remain favorable, but because the 
difficulties through which this com- 
pany has passed, have demon- 
strated the necessity for greater ef- 
ficiency and closer control over ex- 
penses and operating costs. With 
the establishment of adequate earn- 
ing power, the ability to make ne- 
cessary adjustments to eliminate 
the operating deficit of about $10,- 
000,000 and to adjust the dividend 
arrearages on the preferred stock 
which total less than $2,000,000, 
would follow as a natural conse- 
quence. Actual earning power es- 
tablished in the last annual report, 
considered in connection with the 
favorable position of this company 
to profit by continued satisfactory 
conditions, seem to fully justify 
current quotations for the stock. 
Not only is Warner Bros. strongly 
entrenched in this country, but 
through subsidiaries its productions 
are distributed throughout the en- 


tire world. Nearly 40% of the 
gross returns from American mo- 


tion picture producers comes from 
English speaking countries outside 
of the United States. Bearing these 
facts in mind we coincide with your 
point of view and suggest continued 
retention of your holdings. 





The Coming Boom 





(Continued from page 272) 


able time as need for working bal- 
ances arises, and it is much the more 
significant fact that the velocity of 
demand deposits remains depressed. 
Official figures show, for example, 
that in October the turnover of 
deposits in interior banks was less 
than half what it was in 1929 and 
in New York City banks only about 
one-fifth of the 1929 rate. 

In other words it would be pos- 
sible for a run-away business boom 
to develop merely out of greatly in- 
creased velocity of present deposits, 
in which case it might be argued 
that the Government, to control the 
boom, should have stopped inflating 
bank deposits a year ago when no 
boom was in sight! 
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Again, while the Administration 
guards against the danger of exces- 
sive credit expansion by the banks, 
what will it do with the longer range 
problem of maintaining Government 
bond prices at their present record 
high levels, in view of the fact that 
eventual stiffening of money rates 
would result in lower bond prices 
and in view of the further fact that 
even moderate decline in Govern- 
ment bond values would wipe out 
a goodly part of all bank capital 
and surplus? The writer does not 
profess to know the answer to this. 

Then there is the much more im- 
mediate danger of a commodity 
price boom, due partly to monetary 
and credit factors but more directly 
to a tendency toward wage and price 
increases in manufacturing industry 
which is capable of developing into 
a vicious cycle. On this problem the 
Administration seems to have a 
blind spot. For several years of de- 
pression we have naturally been 
concerned with the need for higher 
prices, especially in primary mate- 
rials. Higher wages seem to be 
wholly desirable. So they are—if 
they come out of the increased pro- 
ductivity of labor or even if they 
come out of profits, where such prof- 
its are large enough to stand the 
extraction without impairing finan- 
cial strength. But it is a wholly 
different matter when the added cost 
is simply tacked on to the consum- 
ers’ bill, for there are far more con- 
sumers in this country than there 
are wage workers and the purchas- 
ing power of most of them can not 
be increased as rapidly as in the 
instance of well organized wage 
workers. 

No doubt we are blind to this 
danger because it was not present 
in the last boom. We had a security 
inflation between 1924 and 1929 but 
no commodity price inflation. The 
commodity price level was notably 
stable. But if we go back to 1919 
it will be recalled that in that post- 
war boom the most significant phe- 
nomenon was an inflationary wage- 
price cycle which carried finished 
goods so high that purchasing power 
was drastically curtailed, a virtual 
buyers’ strike resulted and the bot- 

tom fell out of prices and business 
activity late in 1920. 

Whatever the longer dangers of 
a general economic over-expansion, 
an excessive extension of bank credit 
or an unsupportable level of stock 


prices, it seems to the writer that 
the most tangible near-term threat 
to stabilized good times is the pres. 
ent price-raising tendency 1n indus. 
try. To the ultimate consumer jt 
makes no difference that industry 
can advance the plausible excuse 
that: “The Administration is on the 
side of labor and we have got to pay 
higher wages.” If this tendency con- 
tinues it will be quite capable of 
checking the incipient — business 
boom long before there is any strain 
in the credit factors and much be. 
fore the Administration desires to 
see a halt. 

Yet so powerful are the funda- 
mental expansionist forces at work 
and so vast the accumulated need 
for goods that a reversal due to 
over-fast price advances _ probably 
would be in the nature of an inter- 
mediate reaction, leaving still un- 
answered the longer question of 
whether we will prove wise enough 
to use our enormous credit resources 
to facilitate maximum production of 
real wealth, without going off an- 
other deep end in non-productive 
credit expansion. 

We are optimistic enough to be- 
lieve that the majority of business 
men, bankers and investors have 
not forgotten the penalties of excess, 
as paid so painfully in recent years, 
and are capable of managing their 
affairs with prudence. In compari- 
son with what our living standard 
ought to be and could be, we are 
still deflated. We could profitably 
use many billions more of credit 
than is now being used—provided it 
be used productively and soundly. 

Unfortunately, the fact is that the 
Government has much more control 
over the amount of credit than over 
the use to which it is put. Perhaps 
it is not so unfortunate, for Govern- 
ment, too, is managed by human be- 
ings actuated by hope and fear, by 
emotion as well as reason. In the 
final analysis, the question is not 
only how wise will the Government 
be in its controls, but also how wise 
will the people be in the conduct of 
their own affairs. We, the people, 
are the Government. Upon us, as 
much as upon the Government, de- 
pends the answer to whether we 
are to have another 1920 price col- 
lapse, another 1926-1933 real estate 
deflation, another 1929-1933 stock 
collapse or some other national 
headache that we can not now see 
or even imagine. 
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A New Future for Stone and 
Webster 





(Continued from page 292) 


ment is by no means all that is to 
he expected. 

Second only to the bright prospect 
enjoyed by engineering division, is 
the outlook for the investment bank- 


ing division—Stone & Webster and 
Blodgett, Inc. This division, which 


larely broke even in 1934, reported 
net income of half-a-million dollars 
jst year and undoubtedly has done 
considerably better this year. Gen- 
erally speaking, post-depression 
fnancing has been of a highgrade re- 
fmding character. As the recovery 
proceeds (and who can doubt that 
it will, if only because of the huge 
sums injected into the business 
stream by the Federal Government) 
we shall reach the stage when busi- 
ness will require “new money” in 
lage amounts. Though financing 
for obvious reasons may never be- 
come as profitable a business as it 
was in the late twenties, for ex- 
ample, certainly it can be expected 
in larger volume and upon a more 
profitable scale than exists today. 
(ne may be sure that Stone & Web- 
ver and Blodgett will participate 
fully in the improvement. 

The two large buildings owned by 
stone & Webster, one in New York 
ind the other in Boston, house the 
company’s own offices and, in addi- 
tion, space is rented to other firms. 
These buildings are expected to 
show moderate losses until rental 
conditions improve further. 

On the other hand, some better- 
ment in earning power is to be 
expected from the service cor- 
pation whose business is of a 
“vervisory nature in connection 
\'th public utilities. The net in- 
come last year of this division was 
$280,000 after taxes and charges and 
frobably will be 25% higher this 
year, 

_ Turning now to Stone & Webster 
itself: the ownership of the company 
isentirely in the hands of those who 
own the 2,104,391 shares of out- 
‘anding common stock. Stone & 
Webster has neither bonds nor pre- 
ferred stock outstanding; nor any 
hank loans. Income is derived 
fom the dividends paid on the 
parent company’s investments in 
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Bid Asked Bid Asked 
American Book Co. (4).... 69 Kansas Gas & Electric Pfd.{(7)....... [11414 ecee 
Canadian Celanese (1.60)... -. @5% 27%, Kings Co. Ltg. P' Mec. ces skis 90 94 
Climax Molybdenum (.80) .. 3914 41 Long Island Lis. Pid. Bey OM... ws 90 92 
Columbia Broadcasting “*A"' (2)... . . 59% Is, Nebraska Power Pfd. (7)...........- 112 eae 
Crowell Publishing so CFS6)....00-555 5814 60% New Jersey Pwr. & Lt. Pfd. ae 106 ere 
Dictaphone Corp. ({5)..........-..- 6/2 601, Northern States Pwr. Pfd. (7).......- 9514 9814 
Draper Corp. (74)........-0000000% 0 83 Pacific Power & Light Pfd. (7)....... 8614 ssi, 
a Cp ) ea 2714 291 Tennessee Elec. Power Pfd. (6)...... 67 69 
National Casket (3)................ 48 51 Tennessee Elec. Power Pfd. (7)...... 73% 14%, 
Scovil Mfg. (11 bor TOA eee 50 51 Texas Power & Light Pfd. (7)....... 110% 112 
Singer Mfg. Co. (716).............. 385 *400 Utica Gas & Elec. Pfd.i(7).........- 100 102 
Trico Products (13. amt) dine wisi ee 43 "45 
WEDS BIO 6 555c ssc vecineess 26 29 TELEPHONE & TELEGRAPH 
Anune ” teh oe AY 42) Seep be, bo 
int. Ocean Tel. (6)..........--.45- 
SOREAE OTELITEES ‘i Mountain States Tel. & Tel. (8)...... 156 ee 
Alabama Power Pfd. (7)........... 80 82 N. ¥. Mutual (114).............08- % 29 
Corolina Power & Ligh 1 5: . 4 “ Peninsular Telephone (1)........... 27%2 28% 
‘entral Maine Power Pfd. . SS S& jjj|§§ See dis Casta tal (6)...... 159 1 
Columbus Rwy. Pwr. & Lt. Pid. (6)... 110 112 Southern New England Tei. (6) 15 16 
Consumers Power Pfd. (6).........- 06 107 + Includes extras. * Ex. dividend. 
Jersey Central Pwr. & Lt. Pfd.(7).... 100% 10214 t Paid this year. 
New York Curb Exchange — 
Quotations as of Recent Date 
1936 1936 
Price Range Price Range 
Recent —-—-—_——. Recent 
Name and Dividend High Low Price Name and Dividend Mish Low Price 
Alum. Co. of Amer..........- 152 87 135 Gulf Oil of Pa. (71).......... 117 72 10714 
Amer, Cyanamid B (+.60)..... 03, 291, «34 Hall Vamp (.80). . ....- 5.00600 8% 514 6% 
Amer. Gas & Elec. (1.40)..... 413g 333%, 4134 Hudson Bay M. & S. (1). 33% 223%, 32% 
Amer. Lt, & Tr. {. 90)........ 25% 17% 21% at. 6°. 8 2? SoCo 6% 57 74, 
Alles Corp, (7.60)..................5. 1634 1134 16% Imperial Oil (7.50)........... 24 19%, 20% 
Bower Roller Se (72:50)... 31 201 272 lron Fireman ({1)...........- 31% 233%, 25% 
fc i arr rE 3 378 Jones & Laughlin............ 5 30 85 
Cities Service Pfd............. 66 41%, 46% Lake Shore Mines ({4)..... 62% 51 so 
Colum. G. & E. cv. Pfd. (5).... 116% 87% 90 Mueller Brass (41). .........- 46 234%, 43% 
Compo Shoe (1)...........- 19 11% 16% National Sugar Ref. (2)....... 30% 23 2514 
Consol. Gas Balt. (3.60) 84 88, Newmont Mining ({3.75)..... 111 7414 106% 
Creole Petroleum (1.50). . 19% 33 Niagara Hudson Pwr. G 40)... 17% Ti, 16 
Doehler Die Casting (11). 2734 35% Niles-Bement-Pond ({1)...... 52, 28% 45 
Driver Harris (1)........ 9 25 30%; New Jersey Zinc (72).......- 923%, 691 8314 
Elec. Bond & Share........... 27 153%, 20% Pepperel Pa Ck | ee ee 149%, 55 139%, 
Elec. Bond : Share Pfd. (6)... 804 7434 80 Pitts. Pl. Glass ({6)........... 140 981%, 129 
Ex-Cell-O A. & T. (7.60)..... 23% 14% 18 Sherwin. Williams CC ee 145% 117 1413, 
Ferro Enamel 3) eres ay 28%, 36 United Shoe Mach. ({2.50)...%94% 983 941% 
Ford Mot. of Can. "A" (1)... 28% 29 panties 
eos 8%, 13% 17%, + Annual rate—not including extras. 
Glen Alden Coal (1)......... 18, 134%, 14% t Paid this year. 











INTERNATIONAL SHOE CO. 
ST. LOUIS 


98th Consecutive Common Dividend 





The regular quarterly dividend of 50c 
per share has been declared upon the 
Common Stock of the International 
Shoe Co., payable January 1, 1937, to 
stockholders of record at the close of 
December 15, 1936. 


A. W. Jounson, Treasurer 
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subsidiaries and from the substan- 
tial amount of “outside” holdings 
which have not until now been men- 
tioned. For the twelve months to 
September 30, last, the parent com- 
pany’s net income after all deduc- 
tions was equivalent to only nine 
cents a share of common stock. It 
has been learned, however, that a 
flood of dividends in the final quar- 
ter, largely from the company’s own 
subsidiaries, will bring this year’s net 
income close to $800,000, or between 
thirty-five and forty cents a share on 
the outstanding common stock. A 
dividend of twenty-five cents a share 
has just been declared, following a 
reduction in the company’s stated 
capital—a payment that is evidently 
well within current earning power. 

On a consolidated basis, earnings 
for the twelve months to September 
30 were equivalent to 84 cents a 
share and for the calendar year 1936 
the showing will not be markedly 
changed. To appreciate the signi- 
ficance of the great difference be- 
tween the parent company’s income 
and the consolidated income, it is 
necessary to go back to the divi- 
dends that have accumulated on the 
preferreds of Engineers Public Serv- 
ice. On Stone & Webster's invest- 
ment in the common stock of this 
company, nothing can be received 
until these preferreds have been 
satisfied. Thus it is that the con- 
solidated earnings are in no way a 
measure of what Stone & Webster 
could, if it wished, distribute as 
dividends on its own stock. Of 
course, the consolidated earnings 
will again become such a measure 
as soon as Engineers’ preferreds have 
been satisfied. 

As is the case with most compa- 
nies, the common stock of Stone & 
Webster at $25 a share is discount- 
ing the future. It cannot be consid- 
ered high, however, unless it is 
discounting more heavily than its 
contemporaries. Let us see. In the 
first place there can be no question 
of the company’s soundness—it is 
all of this. Admittedly it’s no more 
than a guess, but the engineering 
and service divisions might well 
show as much as 75 cents a share 
next year. A conservative estimate 
of the income to be derived from 
other investments and the holdings 
of Sierra Pacific is 25 cents a share. 
Investment banking activities could 
show possibly 50 cents. Ignoring 
any profits from the sale of securi- 
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ties that the parent company might 
bring into its accounts and, making 
some allowance for the parent com- 
pany’s own expenses, one might 
conclude, for the sake of the argu- 
ment, that Stone & Webster for 
1937 will show somewhat less than 
$1.50 a share in all. Such a show- 
ing would support a price level of 
#20 a share and leave but $5 a 
share for the huge holdings in. En- 
gineers Public Service. Now, a 
share of Stone & Webster represents 
somewhat less than one share of 
Engineers which is currently selling 
around $14 a share. Hence, al- 
though Stone & Webster is necessar- 
ily a speculation because of the 
public utility affiliation, for the 
many who believe that the darkness 
of the utility picture has been over- 
drawn it certainly seems to be a 
cheaper speculation than generally 
supposed. 





Business Can Expect In- 
creased Regulation of 
Trade Practices 
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of Justice, and the injured party. 
The latter may sue for three-fold 
damages and costs. 

A need just now is funds for en- 
forcement of the Robinson-Patman 
Act. We must provide this money. 
As the relief burden grows less, it 
might be possible for President 
Roosevelt to appropriate some of 
the relief funds for enforcement of 
this Act. At any rate, Congress 
should, and doubtless will, speedily 
see that funds are provided to en- 
force this essential law. 

The Robinson-Patman Act was 
directed at the unfair trader, the 
cheater, the chiseler and the de- 
frauder; all those Captain Kidds of 
business, who so consistently de- 
toured the Golden Rule. It was the 
greatest blow against monopoly in 
two generations. 

The burden of proof is not placed 
upon the accused under the Robin- 
son-Patman Law except in a case 
where no punishment may be in- 
flicted. It is only in a case where 
the question of a cease-and-desist 
order is pending before the Com- 
mission that such burden is placed 
upon the defendant. This “burden- 


of-proof” provision does not apply 
to section 3, the criminal provision 
of the Law. 

I believe the Federal Trade Con. 
mission and Department of Justice 
are due grateful consideration from 
independent business men for the 
efforts they are already making to 
enforce this Law. 

A possible legislative trend, which 
I believe should be discouraged, js 
that of Government aid to consumer 
co-operatives. President Roosevelt 
has appointed a commission to make 
a survey of co-operatives’ develop. 
ment in Europe, with relation to re. 
tail stores, distribution of electricity, 
insurance, banking and agricultural 
production and marketing. 

Under present laws, the Govern- 
ment may lend money to co-oper- 
ative marketing associations or asso- 
ciations of producers; and I expect 
to see a movement materialize to 
obtain this same advantage for con- 
sumer co-operatives. With Govern- 
ment aid, consumer co-operatives 
might obtain some real foothold 
here. 

Then the 18,000,000 persons de- 
pendent upon wholesale and retail 
distribution would find their field of 
livelihood infringed upon to the ex- 
tent that many would be forced into 
other already over-crowded groups, 
or into the co-operatives themselves. 

However, without Government 
aid, I do not believe that consumer 
co-operatives will ever be any real 
factor in retail distribution in Amer- 
ica. Competition will keep distribu- 
tion costs so low that co-operatives 
cannot survive. 

The Robinson-Patman Act is 
proving a stimulus to more active 
competition as it is in no sense a 
price-fixing law. Many manufactur- 
ers have reduced their prices to 
smaller dealers, allowing a_ larger 
number of consumers to get the 
benefit of lower prices than other- 
wise could have been given. It has 
caused big, unfair contracts to be 
‘ancelled; it is causing vacant store 
buildings to be re-occupied; more 
local people to be employed; is put- 
ting more money into circulation in 
smaller towns, by keeping it at 
home; and is protecting consumers 
against what would have been even- 
tual monopoly. It is protecting 
wage-earners and producers against 
destruction of their buying power. 
by guaranteeing a fair return for 
their labor and products. 
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Your friends will like The Newer 
Magazine of Wall Street as much as 
you ‘do for its dollar-and-cents value 
as an investment tool. 

Itisa source of original information, 
and your friends will want to see 
what we have to say before it is 
quoted in the regular press 

It is a friendly gift, and one which 
will remind the recipient of your 
thoughtfulness twenty-six times the 
coming year 


Says the President of a 
Prominent Steel Company 
My friends always carry my Maga- 
zine of Wall Street off. This year 
I'm alee ten gift subscriptions. 
T. A., Chicago, IIl. 


Says Another Subscriber 

Four years ago my _ dé iughter 
thoughtfully gave me a year's "sub- 
scription to The Magazine of Wall 
Street at Christmas time. I know 
no gift more helpful or more inter- 
esting. Please send a year of The 
Magaz ine of Wall Street to each of 
the following 


r. L., Pasadena, Cal. 
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Advantages and Pitfalls in 
Corporate Reorganizations 
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will be cumulative, and after April 
1, 1938 interest will be fully cumu- 
lative and must be paid unless 
payment would reduce current as- 
sets below $5,000,000. Contingent 
charges will total $553,000 annually. 
The new company has only a single 
class of stock outstanding, issued to 
discharge in part the claims of hold- 
ers of the old Colorado Industrial 
bonds. Old preferred and common 
stockholders received warrants en- 
titling them to purchase common 
stock at $35 a share up to February 
1, 1950. Although this was a partic- 
ularly drastic reorganization, in the 
opinion of the writer, it appeared 
both necessary and thoroughgoing. 
Completed at a time when the com- 
pany’s business is displaying dis- 
tinct evidence of revival, it should 
have a salutary effect both upon the 
company’s future financial status 
and the merit of its securities. 

From a financial standpoint, the 
reorganization of Paramount Pic- 
tures was also soundly conceived. 
Outstanding claims against the form- 
er company were reduced from about 
$300,000,000 to between $55,000,000 
and $65,000,000. Additional work- 
ing capital was raised through the 
sale of second preferred shares and 
the common stock equity was 
halved. The resulting capitalization 
appeared to be one which the com- 
pany could adequately support. 
Unfortunately the promise of the 
reorganization was not borne out 
until some time later, a condition 
almost entirely due to the inexperi- 
ence of the new management. This 
condition was subsequently cor- 
rected and the company’s securities 
have recently risen substantially in 
value. 

Financial difficulties of McCrory 
Stores, reorganized early this year, 
were not the result of a burdensome 
capitalization but the lack of ade- 
quate working capital and inability 
to borrow from banks. Lease obliga- 
tions were also proving onerous un- 
der the conditions imposed upon the 
company by the depression. Bond- 
holders and preferred stockholders, 
as might be expected under these 
circumstances, suffered no _ loss 


through reorganization, which pro- 


vided for new working capital 
through the sale of additional stock 
to common stockholders. Landlord 
claims were settled by the issuance 
of common stock and other long 
term leases were staggered and re- 
adjusted on a more equitable basis. 
Thus while the common stock equity 
will be spread over an increased 
number of shares, this may be more 
than offset by the economies effected 
during the period of receivership. 


In each of these several instances, 
it would appear that a sincere at- 
tempt has been made both to re- 
adjust and prevent a recurrence of 
the factors responsible for the re- 
ceivership. It is also apparent that 
the plan of reorganization has made 
an attempt to appraise conservative- 
ly the probable earning power of 
these several companies under pres- 
ent day conditions. The plan of 
Colorado Fuel & Iron went even 
further and considered the “prince 
and pauper” character of the com- 
pany’s operations by providing for 
future uncertainties in making a 
portion of interest payments contin- 
gent upon earnings. The relatively 
greater stability attending the activ- 
ities of the other two companies 
would seem to make a similar safe- 
guard not wholly necessary. 

Mention was made early in this 
discussion of the practice of dis- 
charging accumulated preferred divi- 
dends by some plan of recapitaliza- 
tion involving the issuance of addi- 
tional securities to preferred share- 
holders in lieu of cash. Both the 
holders of the involved securities 
and prospective investors should 
examine such plans with care. An 
important change in the equity posi- 
tion of both the preferred and com- 
mon stocks may be brought about. 
Holders of Republic Steel old 6% 
preferred who did not accept the 
company’s offer to exchange for one- 
half share of new prior preferred 
stock and two shares of common, 
have a security worth about $20 
more a share than the combined 
value of the securities offered in ex- 
change, and still have a claim to 
more than $25 in back dividends 
after recently receiving $12 a share 
on account. After establishing a 
record for the number of capital 
changes effected in the course of two 
years, Remington Rand now has de- 
bentures, preferred stock and com- 
mon stock outstanding, all of which 


carry warrants to purchase common 
stock at prices fairly close to pre. 
vailing quotations. Obviously, the 
assumption is that the funds which 
will revert to the company through 
the sale of additional stock will be 
reinvested to produce larger earnings 
or the equity for the present com. 
mon stock will become subject to 
progressive dilution. 





Outlook for Motor 
Accessories 
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when the strike eventually ended, 

A strike of Midland Steel Prod. 
ucts employees is another and more 
recent disturbance that has just 
been settled. Chrysler which buys 
frames from the company had to 
close down some assembly lines, 
This in turn adversely affected 
Briggs Manufacturing—the supplier 
of bodies. Then there is a strike at 
the Ottawan, Illinois, plant of Lib- 
bey-Owens-Ford which also has its 
dangers for Chrysler: a huge con- 
tract covering the latter’s supply 
of glass was signed not long ago, 
This strike was called in sympathy 
with the Pittsburgh Plate Glass 
strike, so it would seem that 
there were a risk of glass supplies 
becoming tight to say the least. 
Finally, mention might be made of 
the never-ending “sit-down” strikes 
among the rubber workers of Akron, 
Ohio. 

The whole automobile and allied 
industries are doing what they can 
to minimize the threat of serious 
stoppage because of labor trouble. 
“Bottle-necks” are fast disappear- 
ing. The present tendency being 
very distinctly to manufacture in 
several different plants. The rea- 
son, of course, is that should one 
plant shut down, it might well be 
possible to keep the others working, 
possibly at an accelerated pace. 

There is little that an_ investor 
can do about labor trouble. It is 
not susceptible to timing, nor ca 
its effects be appraised in advance. 
It has been seen that trouble in one 
plant can have an adverse influence 
—perhaps a paralyzing influence— 
upon a number of others. Thus, ! 
order to obtain a clear picture of 
the labor situation as it concerts 
automobiles and automobile acces 
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sory companies one must enter into 
ramifications beyond the _practic- 
able. 

This is not to say that the threat 
of labor trouble should be ignored 
by the investor completely, for it is 
ybviously a factor live enough to 
detract somewhat from the desir- 
ability of all automobile and auto- 
mobile accessory company securities 
at the present time. On the other 
hand, is it so threatening as to pro- 
hibit any commitment at all in this 
field? Complete abstention, it would 
sem, were too extreme a course 
when the fundamental economic out- 
look is so bright. Perhaps the best 
altitude of all to take is to acknowl- 
edge the threat of labor trouble, but 
to remember that while a serious 
and prolonged strike might be costly 
and be accompanied by severe mar- 
ket reaction the reduction in the 
intrinsic value of automotive secur- 
ities would be small. After all any 
labor trouble of which it is possible 
to conceive would still leave com- 
panies with their names and good- 
will, their engineering skill and their 
plants intact. Moreover, a good 
deal of the business lost by shut- 
down would be in the nature of 
business postponed. 

There is, of course, the possibility 
that strike losses would be the fore- 
runner of greatly increased labor 
costs when the matter finally was 
settled. Were automotive labor 
generally under-paid this would be 
the more likely: but automobile 
wages in many cases are above those 
of 1929, in addition to which all 
kinds of bonuses and extra disburse- 
ments are being made. No, stop- 
pages over “union recognition,” “col- 
lective bargaining” or some such 
thing is possible, but a long-lasting, 
widespread shut-down on account 
of wage questions is most unlikely. 
Prepared for temporary setbacks, 
therefore, the individual should not 
be deterred from long-term pur- 
chases of automobile accessory se- 
curities by the present somewhat 
menacing labor situation. 
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almost as much in the first six 
months, in which period net was 


equal to $1.71 a share. On this basis 
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profits for the nine months to Sep- 
tember 30, were probably about 
$2.75 a share and for the full year 
may equal $3.75, or better. This year, 
in addition to regular dividends ot 
25 cents quarterly, two extras of 
5 cents each were paid. With 
indicated earnings of more than 
double total dividends paid, fur- 
ther extras are a reasonable ex- 
pectation. Selling around 50, the 
company’s shares invite investment 
acquisition for both income and 
profit. 

The total production of all prod- 
ucts last year by Phillips Petroleum 
was the largest in the company’s his- 
tory, and the increase in sales was 
greater than the average for the in- 
dustry as a whole. Gross income 





was the largest ever shown, totaling 
nearly $93,000,000. Net income of 
$13,421,703 was equal to $3.23 a 
share for the capital stock, compar- 
ing with $1.38 in 1934. This year, 
with earnings of $3.08 a share in the 
first nine months, Phillips promises 
to earn upwards of $4 a share, al- 
though this figure may be reduced 
somewhat by the increased amount 
of stock outstanding. In Septem- 
ber, stockholders were given the 
privilege of acquiring 296,631 addi- 
tional shares at $30 a share in the 
ratio of one new share for each 14 
held. Proceeds from the sale of ad- 
dition stock, amounting to $8,826,- 
330 were used to retire a $3,000,000 
bank loan and a $2,000,000 serial 
maturity, the balance for capital 
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purposes. The only capital obliga- 
tion ahead of the stock is an issue 
of $12,000,000 serial notes. 

Phillips not only possesses large 
reserves of raw materials which can 
be cheaply produced, but the com- 
pany has developed the efficiency of 
its transportation, manufacturing 
and distributing facilities to a point 
permitting important operating 
economies. The company has stead- 
ily strengthened its position in the 
oil industry and is unquestionably 
one of the major units. Dividends 
this year, including an “unclassified” 
payment of $1, totaled $2.50. With 
a sound financial position and sub- 
stantial earnings, additional extras 
are probable from time to time. 
The shares, at 47, commend them- 
selves as an attractive oil issue. 
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Allis - Chalmers Manufacturing 
Company began another period of 
expansion in 1924, between that year 
and 1927 acquiring three more prop- 
erties to round out its activities in 
industrial machinery and electrical 
equipment. Thus, up to 1928, trac- 
tors and farm equipment did not ap- 
pear in the picture. In 1928 the 
company took over the Monarch 
Tractors Corporation and in 1929, 
last year of the boom, it absorbed 
the La Crosse Plow Company, mak- 
ers of farm implements. Probably 
in 1929 the Allis-Chalmers manage- 
ment itself did not dream that be- 
fore long its tractor and farm imple- 
ment business would outrank either 
the electrical division or the indu- 
trial machinery division. 

On the financial side the most 
notable change in the company’s po- 
sition has been the recent conversion 
of approximately $15,000,000 in 
funded debt into common stock. 
The first step toward this end was 
taken a year ago with the refunding 
of a 5 per cent debenture issue and 
issuance of an equal amount of 4 per 
cent callable debentures convertible 
in common stock at a figure of $35 
per share. One-third of this issue 
was called in September, resulting in 
forced conversion. The remaining 
$10,000,000 was recently called for 
redemption as of December 24. Ef- 
fect of the conversion will increase 
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number of common shares outstand- 
ing by 428,571 to a total of 1,773,050 
shares, which will be sole capitaliza- 
tion. 

As of June 30, net current assets 
were reported at $28,576,000, as 
compared with $26,181,000 at the 


close of last year. Working capital 
thus exceeds book value of fixed as- 
sets, which at the close of 1935 was 
$26,631,000 after depreciation re- 
serve of $16,647,000. No more re- 
cent break-down of working capital 
than was contained in the balance 
sheet as of last December 31 is avail- 
able. That showed cash and mar- 
ketable securities totaling approxi- 
mately $3,600,000. The financial 
position, therefore, may be said to 
be adequate to the company’s needs 
in the present setting of expanding 
business. When that setting changes 
to one of deflation again, no amount 
of cash in the bank can keep the 
common stock of any producer goods 
company from going into a tailspin. 
Meanwhile, the outlook being for 
expanding activity in producer 
goods as far ahead as one can see, 
there would seem little logic in pay- 
ing a heavy premium for stocks of 
companies holding more cash than 
they have need for and basking in 
investment popularity which perhaps 
gives undue weight to past history. 

On the evidence we conclude that 
Allis-Chalmers is reasonably priced 
at 69 and that it should handsomely 
reward the stockholder who will ride 
out the recovery tide with it. 
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likewise true of passenger cars which 
in 1936 were at only 76 per cent of 
the 1929 level. 

This means that new markets, 
notably durable household equip- 
ment, have figured largely in the 
improved position of the steel indus- 
try. It means also that when the 
older markets recover to the 1929 
level—as they will over the next 
year or two—steel activity will be 
far above the 1929 peak. Thus an 
industry which some thought in the 
depression years was burdened with 
a permanent surplus capacity will 
have to enlarge its facilities with the 
utmost speed to cope with the com- 
ing demand! 





Allied Mills, Inc. 
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the twelve months period ended 





September 30, 1936, shows profits of 
$3.13 per share after all charges ani 
normal Federal income taxes, a 
well as after estimated provision for 
undistributed-profits tax. Without 
having issued new securities to fin. 
ance its expansion during the past 
few years, the company at its fiscal 
year ended June 30, 1936, had total 
current assets of $7,372,789 (includ. 
ing $1,919,036 in cash) , against only 
$1,102,439 of current liabilities. 
Thus has Allied Mills demon. 
strated the principle of building up 
a sound enterprise through progres. 
sive diversification into related lines 
and illustrated it with profits. 
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‘Evolution of the Money Market.” 

“Tt (the trust) watches the mar- 
ket, changes its investments, gets 
out of this and into that as the eco- 
nomic or political ebb and flow sug- 
gests. It competes for underwrit- 
ing, and in that way only makes 
money when the issue goes well, 
but acquires new holdings on bed 
rock terms when it is “Stuck” with 
part of the stock or shares which it 
has underwritten. Further a very 
important and characteristic func- 
tion of a modern trust company is 
its work in company salvage. An 
enterprise which has a_ valuable 
property and good prospects finds 
itself at the end of its capital re- 
sources. The time is not congenial 
for a public issue; how, then is the 
company to be maintained in exist- 
ence and saved from the loss of all 
the capital already expended on its 
property? The answer is that the 
trust company will be prepared, on 
terms, to elaborate a reconstruction 
scheme and to guarantee its suc- 
cess—that is to say, to guarantee 
that if the shareholders do not come 
forward with sufficient funds, it will 
itself put up the money. In this 
way companies which have reached 
the end of their tether are frequent- 
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ly transformed into 
enterprises.” 

Surely no present-day protagonist 
can better state the case for the 
“modern Trust Company.” 

There is one other point to be dis- 
cussed here, which requires some 
careful handling. It sounds so 
wholly reasonable to an investor 
that whatever his pro rata share of 
the collective fund may be, it should 
at all times be within his grasp. We 
thus come face to face with those 
funds known as “fixed trusts” or on 
another level known as “open end” 
trusts. There are some indications 
that the present tendencies of legis- 
lation and law administration may 
be to drive many trusts into liquida- 
tion or, if they are to stay in busi- 
ness at all, into the “fixed” or “open- 
end” type. It is feared that this 
would be the result were invest- 
ment trusts completely segregated 
from investment banking firms. 


prosperous 


There are, however, grave objec- 
tions to “fixed” and “open-end” 
trusts. It is plain that a man- 
agement, obliged to keep the col- 
lective fund on call for any or all 
shareholders is barred from any such 
constructive move as that outlined 
by Powell. When, as, and if, share- 
holders withdraw from the fund, it 
at once becomes necessary to secure 
a newcomer to offset the attrition. 
As the outgoing holder pays some 
reasonable penalty for the realiza- 
tion he demands and as the regular 
sales commissions are paid by new 
incoming holders—all quite legiti- 
mately—it nevertheless is obvious 
that interest in management prac- 
tically ceases but centers in the sales 
activity. 

It is to be remembered always 
that no matter how much regula- 
tion may be imposed upon invest- 
ment trusts, or of what kind it may 
be, regulation is no substitute for 
skill and common sense. Assuming 
the regulation to be wholly meri- 
torious a badly-managed, regulated 
trust is infinitely worse than a well- 
managed unregulated trust. In this 
connection it is appropriate to 
quote again from the “Economist”: 
“The question of dividends paid 
in the past ought not therefore to be 
the sole gauge which should deter- 
mine an investor in the selection of 
a trust company. He should, if he 
is wise, be guided much more by the 
names of those who are responsible 
for the management of the concern.” 


326 





In the Next Issue 
xk * 

A Preview of 1937 

—Business Possibilities 

—tThe Trend of Industry 

—Political Factors 


—Prices—Wages—Profits 


By JOHN D. C. WELDON 





One other point has to do with 
our present law as to undistributed 
profits. The success of any invest- 
ment management company has to 
depend in large part upon the re- 
investment of a part of its profits— 
the building up of reserves. If our 
new measures of taxation are going 
to prevent the accumulation of re- 
serves and their reinvestments, then 
what has gone before is of little 
weight or value. 

There is a last thought that should 
be added by way of clarification. 
The last thing an investment man- 
agement company desires is control 
of any of the enterprises in which 
its capital is engaged. There has 
been some confusion in the public 
mind as to the investment manage- 
ment company which shuns any- 
thing like control and the holding 
company which seeks control. In 
this the two have a diametrically 
opposite point of view. 
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products include gas engines and 
compressor units, utilized for the 
transmission of natural The 
company has been unusually slow 
in emerging from the depression 
and while a nominal profit was 
shown in 1935, the current year will 
be the first since 1930 in which any- 
thing has been available for the 
common stock. From this point on, 
however, the probabilities are 
strongly in favor of increasingly 
larger earnings. 

A number of factors combine to 
strengthen materially the outlook 
for Cooper-Bessemer over the com- 
ing months. The oil industry, one 


gas. 


of the chief outlets for the com 
pany’s products is in an exceptic 
ally strong position at this time 
the Diesel engine, through contings 
ous development and refinement jg. 
becoming more adaptable in many 
industries and potential demand hag 
been substantially enlarged; and thig 
potential demand may well becom 
actual orders on a_ considerable. 
scale, stimulated by plant expansiog) 
and rehabilitation. Cooper-Bessemep: 
Corp. recently completed a plan for: 
the discharge of all accumulated 
dividends, amounting to $16.50 4) 
share on 83,300 shares of class “A” 
stock. Holders of class “A” will 
exchange, share for share, for new $37 
prior preference stock, plus 6/10ths! 
of a share of common stock in lieq? 
of back dividends. Fifty cents inj 
cash also is to be paid to class “A” 
holders. Common stock oustand | 
ing, assuming the full exchange of: 
class “A” stock, will amount te 
248.420 shares. 
On the basis of the company’s) 
showing in the six years prior to} 
1930, dividends on the new prior? 
preference stock, amounting to7 
about $250,000 annually, would) 
have been earned by a substantial} 
margin and for the company to” 
have earned $1 on the increased” 
amount of common stock, would) 
have required net income of only” 
$500,000. In the six-year period | 
mentioned, the lowest net income™ 
was $733,802 in 1925. 
The extent of the improvement 
in the company’s earnings this year } 
is indicated by the fact that net7 
sales for the nine months to Septem} 
ber 30, last, were in excess of $4,000,- 7 
000, compared with $1,653,404 im] 
the first nine months of last year 
Net profit this year amounted to} 
$383,917, as compared with a lossy 
of $53,129 a year ago. Giving) 
effect to the capital changes,4 
net income in the first nine 
months of this year would have 
been equivalent to about 80 cents 
per share on the common stock. For] 
the full year, earnings may be better] 
than $1 a share. While the shares, 4 
on the New York Curb Exchangeq 
are not particularly undervalued at 
prevailing levels of around 23, if one} 
concedes the possibilities inherent 
m the company’s business, commit F 
ments made at this juncture may 
prove exceptionally profitable with 
the further extention of general” 
business recovery. ’ 
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